me. o: 
W 2795r 


ine VeElUe Forecast 


for Washington State 


1977-1979 Biennivm 


WASHINGTON STATE ~ 
DEPARTMENT OF REVENUE 


January, 1977 


‘ 1 
- a LD 
es ) 
Cn $ 
- we) \ Peg 
Pat 
‘ ve 
id F 
4 iw 
i 
“3 
, 


' rT ‘ ' ‘ 7 
wh ‘ 


rt 4 ( le , Bh 
r \ ‘ ee ae soli laiien rnegye eee Ah pagan eh ihe ate Menai 
¥ fF om mr be i 4 rapt ae tay A aa ; ? { 4 , , vey ee 7 


WP 
ie 


tA 
~ 
ya 
‘ 
+ 
, 
4 
‘ 
rar } 
7 
+) 
, 


al 
is 


RAS 


TABLE OF CONTENTS 


PAGE 
Summary of Revenue Forecast 
ts COG CHE LO Tye etenete eta ve estate terals oteety wietats PIE Mets sats ots gare etate 2 
LID 1g eBtennt Um FOTECASE.. Wet vicis ac sie Seeds see cte's «6 vette 5 
OTE 197 OL DREN IMM OLECAS Est nest tats cle Wis oiele ss eveleve eis oes e's 0! 4 
RECONCHAS A ELOT a LO DUM DELI Ias lar tet ee Pe ON che eens ete ne pet Sale ies 5 
Revenue Forecasts by Source 
General Fund Sources 
Retail sales tax........ A 1 die Re Sac a ae 6 
Dus ities seOmOCcCUDAt LON CARs df. i sk u's oh S16 sels es cc efevere s ¢ ae 8 
USGWtaxiewes seins sss ROA ares see et res 3c ees frets «oie iete 10 
Liquor EBESBELS o 6 SPS GOIGRONICDO EIU ICRERP Mpg Ries Ca Cc pee iam der died 
MUG MICO C MUON 6. os eee Wee ive ce seetea ees dee 14 
Pee aL Le PO” CAXA cee W os baie chs wclelee sos Seles se ee a 16 
| BMZODERCY Gara. aces oso 0 ores oe 8 ater. at Stee ene eee ste 6s 18 
inher itancessceiit taxes. i. ci. sees A dy CRORE ae 20 
Gigaretteseutobaccorproducts (taxes... 00s. Jos. wae 23 
CONVEY ANCCMLAXK ciena ot aletGeheisier ote ates Sted ewe Peels ee tates 26 
Penalties & interest....... Sy REECE OLS aa papers: Arce 28 
TMD GGMOKG USO CAR ott, etaretnseete wisi ccs ano sre sks sicie'< sc es ee 30 
Non-tax¥sources sf. 9. 3 : : Sena eeene Tot ete tite’ slau stots letse ct ¢ Sy) 


Non-General Fund Sources........ceeees ane ane Teterer ent ae nts ates 33 


INTRODUCTION 


The following tables, graphs, and comments present the revenue forcasts 
for Department of Revenue sources. Tax and nontax revenues collected by 
other state agencies as well as federal revenues are not included. The 
forecasts include the revised forecast for the 1975-1977 biennium (Table 
I) and projections of revenues for the 1977-1979 biennium (Table II). 
The forecasts are based on present law and do not include the impact of 
proposed legislation. Table III reconciles the forecasts with the 
December, 1976 budget which includes a proposed tax increase. The 
remainder of the report contains detailed information on historical and 
projected annual revenues by source. Information is included on gross 
tax liability, major credits and deductions, and net receipts. 


1975-1977 Biennium 


Legislation impacting the 1975-1977 forecasts included the temporary tax 
increase and the enactment of the leasehold excise tax. Chapter 130 of 
the Laws of 1976 increased the state retail sales and use tax from 4.5 
percent to 4.6 percent and imposed a 6 percent surtax on business and 
occupation taxes. The tax increase was effective June 1, 1976 and 
scheduled to expire June 30, 1977. Chapter 61, Laws of 1976 imposed a 
12 percent leasehold excise tax. This law also impacted property taxes 
by exempting leaseholds and repealed the 14 percent leasehold in lieu 
tax. The net impact of the 1976 legislation on the general fund was 

an increase of $39.5 million. 


The revised estimate is $41.3 million, or 1.4 percent more than contained 
in the current budget. Most of this increase was accumulated in fiscal 
1976, $29.7 million, with an additional $11.6 million estimated for 
fiscal 1977. Collections through November 1976 were used, along with 

the revised economic outlook, to estimate fiscal 1977 revenues. Four 

tax sources account for most of the change in dollar terms. The retail 
sales and use taxes show a $43.8 million increase for the largest revision 
in dollar terms. The business and occupation tax has been revised down 
$16 million as it has been continuously running below our estimates. 

The property tax excess of $11.2 million in fiscal 1976 accounts for 

most of the upward revision in that source. 


1977-1979 Biennium 


The next biennium is expected to generate nearly $3.5 billion from all 
Department of Revenue sources. ‘This forecast assumes that the temporary 
tax increase is not continued. The biennial growth figures do not 
represent direct measures of true growth for the retail sales, use and 
business and occupation taxes since the 1975-1977 biennium included 13 
months of the temporary tax increase. Forecasts of fiscal 1978 and 1979 
revenues were developed based upon the latest economic outlook and the 
revised estimates of fiscal 1977 revenues. 


TABLE I 
DEPARTMENT OF REVENUE FORECASTS 


) 1975-1977 Biennium 
($000) 
January, 1976 1976 Economic Revised 
Source proposed budget Legislation revisions forecast 


General Fund 


Rereiy Sates. 10.0.) oi. Ent $1,459,960 $418,338; $430,411 $1, 508, 709 
Business & Occupation........... 477,300 +17, 200} -16,084 478,416 
he ee APA Can ar Paes ¢ 7, sy Hae 107,400 + 1,262 +13,434 122,096 
PaO G COA LES Jy ih. ele do vee eats 26,200 + 149 26,349 
Perea EP OUNCE 7s falthe «8 vies «0 oe tM iba ¢ 73,600 - 817 72,783 
Be CCOM ET OCUCES « hss swteelt.c, ble aioiets 5,490 + 436 5,926 
Pepe t Lt ity 2. Were ec oele oats & 114,720 tab 5359 116,059 
Priel PLIVATEOG. bs sale cs ss mela 8 11,700 + LO WA5410 
PEBOGECYI CUE cA B)icl, Ne satel s cise thlats, ¢ 1,000 + 318 7318 
Perey) (School). 2. Seeeeeeee.. 366,890 ~ 1,4862 +11, 234 376,638 
Suememrorest) Fund 5... 0b as.e6 cals e TE Oe == "605 eyie® 
USE CWL AMD GY silele c.f ule os aieie c strtls ne 6,450 - 1,436 DeULa 
State Forest Interest........... -- 9 +A NESS 158 
Deasenold Excise. Cs. 6 es. 5 a pets we +4 1-42 - 1,440 2-102 
IMIR ATICE 2). Motes ets «elo sie os voters ete i peDOU - 2,289 pds vera a 
) GSM ats feelc ovals atpir aie! bovis s08/4, oleiy tere a LOO - 1,498 3,602 
RY ANOS 5c caeiiehe ecsikbac © Siels.s: oie sels 4,860 tl Ail 6,976 
Penalties. & Interest... .. fences 9,140 sub bies Mas, LOG SOR 
WEI EC won cictetshe ee atete\s 0: dibs. oiste' es 108,700 D 3 oie LIZ S152 
POOL G MGR IU, sia ois cers vec" Ney O's & eletets ¢ jeceie 4,581 + 83 Pil WO. 5,200 


EGA is We eieta tla) os. iss 4-0 le te Thue) so $2,868,291 +395D09 +41, 289 $2,949 .1419 


NonGeneral Fund 


MTEC SPUN Asha cto tate. sco. 0:0 sé ates eteiale 68 , 380 + 15787 TOROS 
Soeeemees POOMCYOLS, 5. sy osc ec eis cas + 1,660 ae 661 Zane Lk 
Liquor Excise Tax Fund’.......: 5. 14,000 x ere i lkabey 14,189 
Income from Investments......... 6 - 1 5 
Unclaimed Personal Property..... 80 ee 2 oe 
RMIT ES Gta 5 a oRavele bole ae siegakersa’a «6 400 9 - 164 236 
Local Leasehold Excise... ...00+. -- +4059 ~ 1,981 2,078 
Leasehold in Lieu Tax........... L300 - 1,300 + oat Al. 


Chapter 130, temporary state tax increase; retail sales and use from 4.5% to 4.6% and business 
and occupation 6% surtax. 


* chapter 61, leasehold excise tax. 


TABLE II 
DEPARTMENT OF REVENUE FORECASTS 
1975-1977 & 1977-1979 Biennia 


4 


($000) © 
1975-1977 1977-1979 Percent 
Source Biennium Biennium Increase Increase 
General Fund 
Retails Sales. a ccs stale er cis elas esa $1,508,709 $1,803,530 $294 ,821 19.52% 
Business & Occupation........... 478,416 535,670 57,254 12.0 
USE. ccc ess AREA ; aAinricir: ° 122,096 144,680 22,584 18.5 
Liquor Sales....s. Bias. @ 9 8 sane aes 26,349 30,380 4,031 15.3 
LEQUOT,  OUNG Gere ph ace sein tclavat ere ett 5 6 12,788 80,620 75837 10.8 
TOBACCOCEYOACUGESS ees as sap attire os 5,926 6,160 234 4.0 
Pebite UCii tree... as sicstaianes « 116 ,059 140,500 24,441 yd 
PoU.D:, PRAvVilece... sucks abatecosine tie 12,410 14, 300 1,890 15.2 
Property (P.A.).«.¢. e sbsk ines Anca ae. « bale moe wae (Bois ae 
Property: (SenOGL) oe ais ate < cete cstiose 376,638 446,261 69,623 ia. 
State Forest Fund..... ero edetet en ensver's 7,095 10,207 eaL EZ 43.9 
StaterTimbe berg secs cess oie casters 5,014 11,680 6,666 133.0 
State Forest Interest........... 158 22t 69 43.7 
Leasehold ge xed Se a eiece ce cceiecsccsniene. senile 2,702 4,800 2,098 77.6 
Inheritance. Ai advemaess  ehecasies «6 ye eB 88, 380 13,169 Ire 
Gif treet. tens cie dela eae ace : nay 3,602 4,260 658 18.3 
CONVEYANCE. ns sedsae es aus Seas as 6,976 8, 880 1,904 2733 
Penalties & Interest............ 10,305 T3,.3.0 3,005 29:42 
Ci garatt Gc. ec hucccuanete CR Being E22 116,680 4,528 4.0 
Nontaxv.) fo acest pio Me Re mie af 5,200 5,194 ee wk 
TOGA L coercive wlete ee steee ote) s $2,949,119 $3,465,719 $516, 600 LES 
NonGeneral Fund 
Timber ‘FumdA «siento eisaa seauay oa ost. 70,167 75,930 5,763 8.2 
Vimber-Furicl 1B scrote susie ates eaaiaiale --- 4,300 4,300 --- 
Litter. Control ta, sededen esetihaiac aan Zu teAL 2,890 569 Zee 
Liquor Excise slax) Bimd..c.ccecss 14,189 16, 360 alihe L5a3 
Income from Investments......... 5 6 1 20.0 
Unclaimed Personal Property..... 532 163 - 369 - 69.4 
ES CNGALES « ts. creresa.ouatetanshciuels.o cle ake oe 236 200 - 36 - 15.3 
Local Leasehold Excise.......... 2,018 4,704 2,626 126.4 
Leasehold in Lieu Tax......... “s on" --- - 31 --- 


($000) 
Revenue Proposed Tax Budget 

Source Forecast Increase* Forecast 

1975-1977 Biennium 
Retail Sales Sel }50357 09 $157,100 $1,523,809 
Use 1225096 15200 1235296 
Subtotal 136307,805 16, 300 1,647,105 
Business & Occupation 478,416 4,300 482,716 
Total Sd LOO se 2 1: $20,600 S21 29eo2u 

1977-1979 Biennium 
Retail Sales $1,803,530 $437,800 $2,241, 330 
Use 144 ,680 35,200 179,880 
J) Subtotal $1,948,210 $473,000 SA, 42d, 21 
Business & Occupation 5355070 151,400 687,070 
Total $2,483,880 $624,400 $3,108,280 


TABLE III 


RECONCILIATION OF DEPARTMENT OF REVENUE FORECASTS AND THE DECEMBER, 1976 BUDGET 


*Proposed tax increase effective June 1, 1977 


. Retail sales and use tax rate increased from 4.5 percent to 5.6 percent. 
- Business and occupation 25 percent surtax imposed. 


This 


RETAIL SALES TAX 


source is the primary state tax. The tax is imposed on most retail 


sales of tangible personal property, measured by the total selling price 
of the commodity. The tax is paid by the buyer to the seller who in turn: 
fowardes the receipts to the state. 


Recent rate or base changes are as follows: 


1965 
1967 
1970 
1973 
1974 
L975 


1976 


a 
“er 
0 


-0 to 4.2 percent 

-2 to 4.5 percent 

-5 percent optional local tax added 

- 0.3 percent optional for transit districts 

Exempted prescription drugs and container sales 

- Base extended to Federal Government contractors. Exempted sales 
of insulin, prosthetic devices, and oxygen. 

- 4.5 to 4.6 percent. 


The three largest retail sales tax generating sectors are: 1) food, 
2) auto dealers, and 3) contract construction. 


Credits against sales tax payments have been granted in three areas: 


1) 


2) 


3) 


Hotel/Motel tax - The state absorbs a 2% loss of the sales tax 
on transient lodging which is paid to cities or counties for 
financing stadium and convention facilities. Forty cities and 
counties now participate in this program. 


Purchases of approved pollution control equipment are exempt from 
the retail sales tax. 


Tax deferral credits are expected to continue to expand. Pay back 
of previously deferred taxes began in fiscal 1976. 


The 1976 legislature imposed a temporary tax rate increase of 0.17 
raising the state rate to 4.6%. The tax increase is effective from 
June 1, 1976 through June 30, 1977. The tax increase accounted for 


51,3 


million in fiscal 1976 (one month impact) and an estimated 


$17.3 million in fiscal 1977. Fiscal 1978 and 1979 estimates 
assume the tax increase expires June 30, 1977 as scheduled. 


NET RETAIL SALES TAX COLLECTIONS - Fiscal Years 


$950 
850 
750 te 


650 


$ Millions 
= w 
w vi 
ron) ron) 


Ww 
te, 
i=) 


250 


ax 


0 
>) HDI 62703) 6455 6575566 67) 68 69.70 71 72° 73 76 £=75..76 77 #78 1979 


(Table in $000) 


i Hotel- 
Fiscal Tax Percent Motel Pollution Tax “Net Dollar Percent 


Year Liability Change Tax Control Deferral* Receipts Change Change 


Actual 
1961 $189,141 She 3) -- -- -- $189,141 $ 6,404 3) 
1962 200, 888 Owe -- -- -- 200, 888 ahs Ay Orez 
1963 AMAL thay! A) -- -— -- 211, 863 LOE 975) ee eD 
- 1964 214,390 oe 2. -- -- -- 214, 390 25 27 ths 7 
1965 230,552%* ie) -- -- -- 230.557 16,162 Was) 
1966 273,984: 18.8 -- -- -- 273,984 43,432 insiee! 
1967 306,192+ Lots! -- -- -- 306,192 32,208 aS 
1968 Sie ull 4 Sy ¥6) 14.8 $-202 S- 238 -- 351,096 44,904 WS 67 
1969 3955 615 Ils -47S - 30 —— 395,306 44,210 We 
1970 400, 260 Then ob -500 - 346 -- 399,414 4,108 10 
1971 445,758++ 11.4 -603 -1,186 : -- 443,969 44,555 b be see 
1972 441,942 -0.9 -574 - 485 -- 440, 883 (3,086) -0.7 
1973 494,273 ele Oo -691 - 616 $-1,250 491,716 SHOsie so} Dles5 
1974 559,868 ise! -657 -3,207 -3,000 553,004 61,288 L2e5 
1975 620, 787 10.9 -1,688 -1,006 -3,507 614,586 615582 eee) 
1976 718, 585# 15.8 -1,750 -2,370 -3,926 710,539 IS Haye Mey) T5756 
Forecast 
1977 807, 600# Wp (f -1,870 -1,500 -6,060 798,170 Sie ool aa 8 
& 1978 866,920 V3 -2,060 -1,570 -3,250 860,040. 461,870 10 
1979 949,270 9.5 -2,270 -1,650 -1,860 943,490 83,450 OFT 


*Chapter 117, Laws of 1972. **Rate increased to 4.2 percént, June 1, 1965. +Rate increased 
to 4.5 percent, July 1, 1967. ++Thirteen months’ collections, as per Chapter 179, Laws of ° 
1971, Extra Session. #Temporary rate increase to 4.6 percent effective June 1, 1976 
through June 30, 1977. 

r 


BUSINESS AND OCCUPATION TAX | 


This revenue source is the state's second largest tax source. 


The 1976 legislature enacted a temporary 6% surtax to be effective from 
June 1, 1976 through June 30, 1977. The impact of the tax increase 
totaled $1.2 million in fiscal 1976 and is expected to raise $15.7 
million in fiscal 1977. The projections assume that this surtax 

will expire as scheduled. The combination of the surtax expiration 

and increased credits result in minimal revenue growth of net 
collections in fiscal 1978. Prior to the 1976 surtax, the last major 
tax increase occurred in 1959. 


The general business and occupation tax rate is .447 or .4664% including 
the 6% surtax and is imposed on the gross income of the business. The 
general category includes manufacturing, wholesaling, extracting, and 
retailing. Service activities are taxed at 1% of gross income or l. 06% 
including the surtax. These and other tax rates are shown below. 


Business category Base rate Rate including 6% surtax 

General 0.447% 0.46647 

Service 1.00 1.06 

Manufacturers of aluminum 0.40 0.424 

Slaughtering/ processing 
perishable meats-wholesale 0.33 0.3498 

Manufacturing fresh fruits 

and vegetables 0.3 0.3138 

Travel agent commissions 0525 0.265 

Splitting/processing dried © 
peas 0.25 0.265 

Nuclear fuel assembly Ov2S 0.265 

Cigarette wholesalers 0.1/6 0.18656 

Flour millers Os 225 0.1325 

Seafood manufacturers Q.b25 0.1325 

Wholesaling wheat, oats, 

corn, barley, dried peas 0.1 0.106 


Retailing is the single largest category which accounts for about 
34 percent of total collections. Other major tax generating 
categories in order of tax receipts are: wholesaling, service, 
manufacturing. 


The inventory tax credit passed by the 1974 legislature will temper 
future growth of this tax. Credit taken during fiscal year 1976 
totalled $11.9 million. 


The manufacturer's sales tax credit is declining in size while the 
pollution control credit is expected to increase. Pollution control 
credits are granted against B&O and other taxes over a 25 year period. 
Historical pollution control credits have been revised to separate the 
credit amounts taken by public utilities. 


$ Millions 


NET BUSINESS AND OCCUPATION TAX COLLECTIONS - Fiscal Years 


$400 


350 


* 
Saueacus 
e 


250 ° 


200 


1961 62 63 64 65 66 67 68 69 70 71. 72 73 74 75 76 77 #78 1979 
(Table in $000) 


Manufacturer's Pollution 


Fiscal Tax Percent Sales Tax Control Inventory Net Dollar Percent 
Year Liability Change Credit Credit Credit Receipts Change __ Change | 
Actual 
1961 $ 64,242 0.8 -- -- -- $ 64, 242 ae 4 0.8 
1962 68,485 6.6 -- -- -— 68,485 4,243 6.6 
1963 Jig 362 4.2 -- -- -- TE 5362 Ze, 4.2 
1964 Jagools O53 -- = -— Tay IOL 189 O23 
1965 77,348 8.1 -- -- -- 77,348 es aay 
1966 89,269 15.4 $- 900 -- -- 88 , 369 LB 02Y 14.2 
1967 97,683 9.4 ~ 7,000 —- -— 90,683 2,314 2.6 
1968 107,244 3.8 co Mea dhe -133 -— 955,354 4,671 - 5a 2 
1969 115,061 Ths. - 6,722 -169 -- CwUC wy 4 BL Ole L3.4 
1970 T22,59 1 6.8 - 6,892 -290 -- LESS 715 75945 70 
19721 142,683 16. - 3,788 -676 -- 138,219 22,504 19.4 
1972 SF See pate, -3.5 Se og OT, -1,340 ~-- 134,078 -4,141 -3.0 
1973 161,046 LG 9 rl 097 -1,613 —— 1575836 Pm rel fey Lied 
1974 189.575 17.6 Ses bor I -2,084 -- 1655940) 9 23,104 17.8 
a As) 213,422 ey ah ees -2,664 —5,474 Sees oOL Make O2t O55 
1976 239, 086+ P20 - 934 -4,239 fit O37 221,976 18,415 9.0 
Forecast 
Lay 251, 190+ L756 =, 950 -4,900 -18,900 — 256,440 34,464 ihe Pass 
1978 292,600 te - 820 -4,650 -30, 300 256, 830 390 0.2 
1979 321, 600° 99 <7 210 -5,050 Pe aT OO 278,840 22,010 8.6 


*Base extended to financial institutions. **Thirteen months' collections, as per Chapter 179, 
Laws of 1971, Extra Session. +Temporary 6 percent surtax effective June 1, 1976 through 
June 30, 2977; 9 


USE TAX 


@ 


The use or compensating tax complements the retail sales tax by imposing 
a tax on the use of tangible personal property when the sale or 
acquisition of the property has not been subjected to the retail sales 
tax. Tax rate is identical to the retail sales tax. 


A major portion (36%) of use tax collections result from the resale of 
motor vehicles. 


This tax tends to generally follow retail sales tax collections but 
can fluctuate considerably from year to year. 


Similar to the retail sales tax, credit for use tax paid on purchases 
of pollution control devices is also granted. 


Use tax collections in fiscal 1976 were spurred by increased activity 
in used motor vehicle sales and construction activity within the 
utility sector. 


Tax rate was increased from 4.5 to 4.6% for the June 1, 1976 through 
June 30, 1977 period. 


10 


$ Millions 


*Rate increased to 4.2 percent, June 1, 1965. 


1967. 


NET USE TAX COLLECTIONS, ACTUAL AND ESTIMATED - Fiscal Years 


$90 
80 
70 
60 
50 
40 
30 
20 
10 
0 
1961 62 63 64 65 66 67 68 69 70 7 72 73° «74 75 76 77 78 1979 
(Table in $000) 
Fiscal Gross Pollution Net Dollar Percent 
Year Tax Liability Control Credit Collections ~— Change Change 
Actual 
1961 $13,612 -- $13,612 $ 249 1.9 
1962 17,004 ae 17,004 Sy Sie 24.9 
1963 16,249 -- 16,249 -755 -4.5 
1964 16,194 -- 16,194 -55 -0.4 
1965 17,041* -= 17,041 847 Dall 
1966 PAL FACIL -- 21, 70%: 4,660 Qe 
1967 24,871%* -- 24,871 Sy Ib TAG, 14.6 
1968 27,350 $ -12 Py eX ts 2,467 9.9 
1969 33,589 -27 33,562 6,224 DOL AS 
1970 29,421 -40 29,381 -4,181 =12.5 
1971 29, 362+ -64 29,298 -83 -0.3 
1972 29,526 -109 PRS) (EQ | 119 0.4 
1973 35,184 -186 34,998 Seve 19.0 
1974 40,890 -261 40,629 Sy fo sil 16.1 
1975 48,161 -409 WT he T/'\72 he vos TRS 
1976 Bt, UATSSe -572 TODD 9,803 7A05S, 
Forecast 
1977 65,040-+++ -500 64,540 6,985 iby ab 
1978 69,700 -550 69,150 eth 610 They as 
1979 76,130 - -600 Ti SeK0) 6,380 OBZ 


**kRate increased to 4.5 percent, July 1, 


+Thirteen months' collections, as per Chapter 179, Laws of 1971, Fxtra Session. 
++Temporary rate increase to 4.6 percent effective June 1, 1976 through June 30, 1977. 


DE 


LIQUOR TAXES 


The Department of Revenue collects the 4 cents per ounce and percentage 
excise taxes from the Liquor Control Board. | 


The percentage taxes include 15% of the selling price on all sales to 
final consumers of liquor and strong beer in the original package. 
These items can only be purchased through state Liquor Control Board 
stores or agencies. Class H license holders (retail licenses to sell 
by the drink) receive a lower tax rate of 10% because their purchases 
are intended for resale. 


Breaks in the graph show major rate increases for spiritous liquors. 
The decline in 1974 represents the repeal of the 26 percent wine tax 
which is now a 75 cents per gallon tax collected by the Liquor Control 
Board. 


Although liquor prices have increased over the last several years, 
shifts in consumption to lower priced products have dampened any 
increase in the average price per gallon of liquor purchased. This 
forecast assumes a slight increase in the average price per gallon. 


The population age 21 and over is projected to increase at a faster 
rate than the total population as the post-war baby boom cohorts con- 
tinue to enter this age group. The average consumption rate is fore- 
cast to continue to increase. 


The general fund receives the entire portion of the ounce tax and 65 
percent of the percentage tax. The remaining 35 percent of the per- 
centage tax is deposited in the Liquor Excise Tax Fund for distribution 
to local governments. 
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$ Millions 


1961 62 


Fiscal 
Year 


Actual 


1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
171A 
1972 
1973 
1974 
uA 
1976 


Forecast 
1977 


1978 
As Re, 


*Effective April 15, 1961 at 1.1 cents per ounce. 


63 64 


LIQUOR TAX COLLECTIONS - Fiscal Years 


General Fund 


Ounce 
Tax 


$ 5,813* 
5,419 
5,544 
6, 008%* 

sb vky, 
12,529 
13,504 
14,304 
14,792. 
16,827 
28,673# 
30,401 
32,016 
33,855 
35,503 


37,280 
397250 
41,390 


ounce June 1, 1965. 
+4+Thirteen months' collections as per Chapter 179, Laws of 1971, Extra Session. 


increased to 4 cents per ounce July 1, 1971. 


pamecos 6768" (69° °/0 "71" 72-73. ° «74 =~ 75) 7677. 78.) «1979 
(Table in $000) 
Percentage Liquor Excise Tax Fund Dollar Percent 
Tax Percentage Tax Total Change Change — 
$ 7,837 335 01> $11,612 $ 209 1.8 
#5980 3,842 73050 6,023 alee 
8,335 4,030 17,784 149 0.8 
8,417 4,045 18,006 222 ae 
a 5200 4,354 alee 1,506 8.4 
OU 4,590 2a LAS 27086 28.8 
10,071 Dg) iis 27,715 Zeer LOS 
10,914 See! ya eh! ye 2,240 8.1 
aN cee Ee o5950 31,983 2.025 6,8 
13,699+ TA SUES 36,110 AZT 12.9 
£65120 9,084 42,031 Deed 16a 
14,457 $,220 515350 ee RS, Lowe 
15,425 8,794 54,620 35200 6.4 
11, OO7## 5, 928## 48,951 -5,669 -10.4 
eB ray 6,422 52,204 Aeects 6.6 
LZ AL9 6,849 ey Ly ga 2,867 one 
13,630 7,340 ~( 565250) See BS, a8 
14,630 7,880 61,740 3,490 6.0 
Loy taD 8,480 65,620 3,880 an, 


**kRate increased to 2 cents per 


+Wine tax changed to 26 percent at wholesale level, July 1, 1969. 
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#Rate 


#Percentage tax on wine repealed 7/1/73. 


PUBLIC UTILITY TAX 


Public utilities generally providing services in the areas of 
transportation, communication, or the supply of water and energy 
are exempt from business and occupation taxes but subject to the 
public utility tax. Like the B&O tax, the public utility tax 
applies to the firm's gross income. 


Public utility rates are shown below: 


Type of Public Service Tax Rate 


Railroads, express, car companies 3 
Power and water distribution 3 
Telephone and telegraph a 
Gas distribution 3 
Motor transportation 4. 
Urban transportation vessels under 

65 feet 0.6 
Other public services 1.8 
The two major sources of public utility excise tax collections amount- 
ing to 70 percent of total collections are: 1) water and power 
distribution companies and 2) telephone/telegraph companies. 


The last major increase of all public utility tax rates except gas 


distribution occurred in 1957. The basic rate for gas distribution 
was increased from 2.4 percent to 3.0 percent effective July 1, 1971. 
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PUBLIC UTILITY TAX COLLECTIONS - Fiscal Years 
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1961 62 63 64 65 66 67 68 69 70 71 72 73 74 75 76 77 78 1979 
(Table in $000) 


Pollution 
Fiscal Gross Control Net Dollar Percent 
Yearss. Collections Credit Collections Change Change 
Actual 
1961 $15,861 -- $15,861 $1,434 9.9 
1962 Loy oae o— 15,942 81 0.5 
1963 16,985 -- 16,985 1,043 6.5 
1964 19,383 -- 19, 383 2,398 Are 
1965 19,219 -- 19,219 -164 -0.8 
1966 20,694 -- 20,694 1,475 1.0 
1967 PASE Sis -- 29,579 8,885 42.9 
1968 22, 205%** ~  =-13 Pb MSY -7,387 -25.0 
1969 25,912 -31 25,881 3,689 1.636 
1970 27,290 -46 | 275244 309 eo 
1971 B45 55951 -74 34,485 Tee) 26.6 
1972 34,968++ -126 34,842 eeyi Lae 
1973 39, 309 -215 39,094 4,252 WA sy 
1974 42,276 -301 a WANS) IES, PGi. Hoth 
1975 48,645 -471 48,174 6,199 14.8 
1976 55,821 -662 55,159 6,985 14.5 
Forecast 
1977 61,650 » t= 730 60,900 Vos Gal 10.4 
1978 67,690 -820 66,870 SISAL 9.8 
1979 « Ag OU -900 73,630 6,760 1001 


*kIncludes $6.3 million attributable to audit assessments. **Includes $3.5 million 
of assessment refunds. +Thirteen months' collections as per Chapter 179, Laws of 1971, 
Extra Session. ++Rate for gas distribution increased from 2.4 to 3.0 percent, July 1, 1971. 
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PUBLIC UTILITY DISTRICT TAX 


The PUD privilege tax is levied on Public Utility Districts in lieu 
of property tax and is a tax on sale and generation of electrical 
power. 


The tax rate is 2 percent of the gross sales plus 5 percent of the 
first 4 mills per kwh of wholesale value. Wholesale values are 
defined as all costs of generation and transmission. 


Limits on this tax hold expected future receipts to increased output 
from new construction. The tax limit is applied to the first 4 mills 
per kwh of revenue. 


Most of the revenue is distributed (96%) to local taxing jurisdictions in 
lieu of property tax with the state general fund receiving 4 percent. 

The forecast includes the total collections to be distributed among the 
State and local taxing districts. 
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PUBLIC UTILITY DISTRICT TAX COLLECTIONS - Fiscal Years 


$ Millions 


ie) Poors o2e 0a. 64509) 566 67 68 69 70 71) 72 73° 74 $$%75 76 77 78 1979 


(Table in $000) 


Fiscal Gross Dollar Percent 
Year Collections Change Change 
Actual 
1961 SI 342 $161 59s Wats 
1962 1,749 377 Par Las) 
1963 1,862 113 oe) 
1964 2,664 802 43.0 
1965 2eOL0 206 eet) 
1966 3,023 453 ies) 
1967 Sha MES) 152 4.6 
1968 35692 ZA]. 63 
1969 . 3,814 22 Bao 
1970 4,302 488 L256 
1971 “oO 34 0.8 
1972 4,503 167 eo 
1973 4,816 313 70 
1974 Se UOs 247 yal 
1975 D350 293 ao 
1976 5,950 594 Lake 
Forecast 
1977 6,460 510 8.6 
1978 6,910 450 TERY) 
ny) 1979 35390 480 6.9 
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PROPERTY TAX 


Rapid increases in property valuations during the late 1960's and 
early 1970's resulted in corresponding increases in total state 
property tax collections. 


State property tax levies have been changed via court decision and 
legislative actions in recent calendar years as shown below: 


Levy Rates 
Calendar Public Public 
Year Due Assistance Schools Measurement Base 
1972 2 2 mills per 50% full value 
1973 0.95 1.9 mills per 50% full value 
1974 0 0 no state levy 
1975 0 $3.60 dollars per $1000 full value 


The latest revision in property tax administration has the state 
collecting the entire regular school levy beginning with taxes due 
in calendar 1975. Fiscal 1975 receipts represent 6 months’ collec- 
tions of the new tax. 


The shift to the state collecting the regular school levy will in- 
crease state revenues by $270 million in the 1975-77 biennium over 

the 1973-75 biennium. However, this is a shift in collection from 
local districts to the state. In this regard, the shift is considered 
as a state equalizing property tax. 


Projections of the public assistance property tax, represents collection 
of delinquent taxes levied prior to calendar 1974. 


State property tax levies are certified to the counties on a calendar 
year basis. The projections have been converted to fiscal years. In 
recent years the monthly collection pattern has fluctuated significantly 
resulting in an overestimation of fiscal 1975 receipts and an 
underestimation of fiscal 1976 collections. Forecasts for fiscal years 
1977-1979 assume a return to the historical collection pattern. 
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STATE PROPERTY TAX COLLECTIONS - Fiscal Years 


*Two-mill property tax levy for public schools January 1, 1967, in addition to 
the two mill levy for public assistance. **1972 public assistance levy reduced 
to .95 mill and school levy reduced to 1.9 mill as per Supreme Court ruling. 
+1973 state levies repealed. ++1975 state to collect regular school millage. 
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62 63 64 65 66 67 68 69 70 Ali v2 73° 14 75 76 77 «#78 1979 
(Table in $000) 

Fiscal Public Public Dollar Percent 

Year Assistance Schools Total Change Change 

Actual 
1961 $10,126 -- $10,128 -- -- 
1962 is HAE -- Le 26 Se 16598 1558 
1963 12,666 ae 12,666 940 8.0 
1964 137536 -- 13,586 870 6.9 
1965 14,569 -- 14,569 ih (OVS33) 126 
1966 RGA a+ 16,452 1b ks 1259 
1967 19,883 == 19,883 Sy AS 20.9 
1968 PRE AS S152033" 39,652 19,769 99.4 
1969 27,656 27,248 54,904 Se 2572 318.5 5 
1970 30,686 S0R5S4 612220 6,316 ES} 
1971 ish S28} BBR sa 66,957 De CY 9.4 
1972 37,935 37,869 75,804 8,847 WS! 
1973%** 36,060 BOA Pale Oe -3,870 -5.1 
1974+ 6,483 21,169 7g SD -44,282 -61.6 
1975 538 Soe otat 86,261 58,609 PAD AO 
1976 Ib. Pays) 184,200 185,418 99S 7 wan 

Forecast 
1977 100 192,438 192,538 WAG SG 
1978 -- ; 213 io k ASW 7 Syab Zee ith =(8) 
1979 -- 2325 L0 2352 00 18,759 : 8.8 


INHERITANCE AND GIFT TAXES 
Inheritance tax is a graduated tax on the value received and the 
relationship of parties involved. 
The gift tax is graduated at 90% of the inheritance tax rates. 


1971 legislation reduced the time of tax payment from 15 to 9 months 
as did federal law causing a bulge in fiscal 1972 and 1973 collections. 


Annual tax collections from these two sources fluctuate significantly. 
Both taxes are forecast at the historical average annual rate. 
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INHERITANCE TAX COLLECTIONS, Fiscal Years 


27018622 0304 6) 66)" 67 "68: 69° 70" 71) 72°°°73: 74-75-76 77°78 #1979 


(Table in $000) 


Fiscal Gross Dollar Percent 

Year Collections Change Change 
Actual 

1961 $ 9,973 $21. 5050 1g Ags} 

1962 9,816 - 157 -1.6 

1963 13,512 3,696 Shad, 

1964 L222 264 -1,251 -9.3 

1965 Do o 2520 2501, 

1966 18,376 25995 16.4 

1967 20,696 2,320 1226 

1968 20,998 302 Va 

1969 20,788 -210 -1.0 

1970 24,072 3,284 $5.0 

1971 23,368 -704 -2.9 

ro 72 29,162%(25,762)+ 5,794 (2,394)+ 24.8 (10.2)+ 
1973 34, 529%*(27,565)+ 5,367 (1,803)+ 18.4 (7.0)+ 
1974 31,565 -2,964 (4,000)+ -8.6 (14.5)+ 
1975 3334/0 1,905 6.0 

1976 36,091 2,621 YEE | 
Forecast 

1977 395120 3,029 8.4 

1978 42,410 3290 8.4 

1979 45,970 3,560 8.4 


+Excludes the impact of 1971 changes in law. *Includes $3.4 attributable to 
Chapter 132, Laws of 1971, Extra Session. **Includes estimated $7.4 million 
attributable to Chapter 132, Laws of 1971, Extra Session. 
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GIFT TAX COLLECTIONS - Fiscal Years 
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1961 62 63 64 65 66 67 68 69 70 71 #72 73 #74 %@ 6 27 #@ i979 Cc 


(Table in $000) 


Fiscal Gross Dollar Percent 
Year Collections Change Change 
Actual 
1961 S$ 438 $ -84 -16.2 
1962 eee 73 16.5 
1963 648 137 27.0 
1964 597 -51 -7.9 
1965 793 196 32.9 
1966 bee 730 92.1 
1967 1,030 -493 -—32.4 
1968 1,t61 131 LP 
1969 1,519 358 30.8 
1970 1,362 -157 -10.3 
1971 1,644 282 20.7 
1972 L205 -439 -26.7 
1973 2,018 813 67.5 
1974 2,309 291 14.4 
1975 2,164 ~145 6.3 
1976 lL. naa ~442 -20.4 
Forecast 
1977 1,880 158 9.2 
1978 2,040 160 8.5 
1979 2,220 180 8.8 ¢ 
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CIGARETTE AND TOBACCO TAXES 


The current cigarette tax is 16 cents per package. The tax is collected 
by means of stamps purchased by cigarette wholesalers. The stamps are 
affixed to each package before distribution to retailers. 


Tobacco products other than cigarettes are subject to a tax of 45% of 
the wholesale price. 


The breaks in the graphs mark major tax increase points. 


Cigarette tax collections have been affected by out of state purchases 
and tax free purchases on military and Indian reservations. Washington's 
per capita cigarette consumption based on tax collections are roughly 

30 percent below the national average indicating a substantial avoidance 
of the state tax. 


Two recent U.S. Supreme Court decisions have provided clarification 
on issues of state taxing jurisdiction on Indian reservations. 
Administrative Rule 192 has been revised to reflect the necessary 
changes of these federal court decisions. However, litigation within 
the state is expected to continue throughout the 1977-79 biennium. 

On the advice of counsel revenue forecasts do not include any fiscal 
impact based on continuation of litigation. 


Cigarette revenue has been used to finance the debt service of Viet Nam 
veteran's bonds and public school construction bonds. After the 

debt service requirements, the remaining revenue is deposited in the 
state general fund. The table on the next page shows gross collections, 
prior to deductions for debt service. 


Tax collection forecasts shows increased revenue primarily from population 


increases. The projections do not anticipate any significant lessening 
of tax avoidance. 
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CIGARETTE TAX COLLECTIONS - Fiscal Years 


$80 


70 


60 


50 


> 
=) 


Le) 
i=) 


20 


10 
0 
1961 62 63 64 65 66 67 68 69 70 71 72 73° 74 75 76 77 78 1979 « 
(Table in $000) 
Fiscal Gross Dollar Percent 
Year Collections Change Change 
Actual 
1961 $17,913%* $1 5072 6.4 
1962 20,056 2,143 t2.0 
1963 20,281 225 Lk 
1964 19,731 -550 -2.8 
1965 21,166** 1,435 fist 
1966 27,183 6,617 31.3 
1967 32,101 4,318 155 
1968 33,849 1,748 5% 
1969 35,587 1,738 So 
1970 35,402 -185 -0.5 
1971+ 36,725 1,323 aa? 
1972 48,500 11775 32.1 
1973 48,982 482 gt 
1974 53,347 4,365 8.9 
1975 53,320 -27 -0.1 
1976 555722 2,202 4,1 
Forecast 
1977 56,630 1,108 2.0 
1978 57'760 1,130 2.0 
1979 58,920 1,160 0 Cc 
*Rate increased to 7 cents per package April 15, 1961. **Rate increased to 11 


cents per package June 1, 1965. +Rate increased to 16 cents per package 
June 1, 1971, oh 
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TOBACCO PRODUCTS TAX COLLECTIONS - Fiscal Years 
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tok O20 e605. 649765566 67 68 69. 70 71 72 73 974 75 °76 77 «+78 1979 


(Table in $000) 


Fiscal Gross Dollar Percent 
Year Collections Change Change 
Actual 

1961 $1,284 $ -22 - 1.7 
1962 ioe tals) 71 BySs) 
1963 P7383 28 PBs bi 
1964 1,612 229 T6276 
1965 1,652%* 40 ee 
1966 1,661 10 0.6 
IGF 4. Shaye ul 69 Gee 
1968 1,801 70 4.1 
1969 iy Aer/ -14 -0.8 
1970 2eL34 347 19.4 
1971 2,427%* 293 Ve ag) 
1972 PRAM KEW? 345 14.2 
1973 Chol -71 -2.6 
1974 241 -154 -5./7 
EY x Sie 627 24.6 
1976 Phere Kote} -238 -7.5 
Forecast 

1977 * 2,990 54 haps 
1978 3,050 60 FASO) 
1979 3140 60 220 


*Tax increased from 25% to 30% of wholesale price June 1, 1965. **Tax 
increased to 45% of wholesale price Juen 1, 1971. Thirteen months' 
collection in fiscal 1971 as per Chapter 179, Laws of 1971. 
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CONVEYANCE TAX © 


The conveyance tax is a tax on the amount of real property conveyed 
or sold to another party less any liens or encumbrances. 


The very erratic pattern of recent collections can be attributed to 
several factors. 


-~Repeal of the federal stamp act in 1968 

-Fluctuations in the real estate market, especially since 1970 

-Variations in the conveyance tax base compared to total value 
of property conveyed. 


Fiscal 1976 collections exceeded the prior year by over 50 percent. 
This is the largest annual growth rate in over 20 years. Fiscal 1977 
collections through November, 1976 continued the substantial growth and 
are expected to exceed fiscal 1976 by 27 percent for the year. 


Projections for fiscal 1978 and 1979 expect a return to more 
moderate growth. 
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CONVEYANCE TAX COLLECTIONS - Fiscal Years 


$ Millions 


») Loot O26 5 G4) 65 66°67 * 68 69 ~ 70" 71 °°72° 73 74 "75" 76° 77° 78° 1979 


(Table in $000) 


Fiscal ° Gross Dollar Percent 
Year . Collections Change Change 
Actual 
1961 Say 40 S750 Leas 
1962 860 120 16.2 
1963 951 91 Lory. 
1964 1,003 52 5.4 
1965 a, OOF 4 0.4 
1966 eee |: 134 13.63 
1967 1,104 -37 -3.3 
1968 1,478 374 3359 
1969 SEAS | oul 344 
1970 ede t ie) -251 -16.4 
1971 Jbl a US) 32 Dra 
1972 1936 626 47.8 
1973 15933 -3 -0.1 
1974 1,997 64 tes 
1975 2,049 52 2.6 
1976 33076 wOLt 505 1 
Forecast 
1977 3,900 824 26.8 
1978 4,290 390 10.0 
@) 1979 4,590 300 He 
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PENALTIES AND INTEREST 


If payment of any tax due is not received by the last day of the 
month in which the tax becomes due a 5 percent penalty is assessed. 
If not paid by the last day of the second month, 10 percent is 
assessed and if not paid by the end of the third month, 20 percent 
is assessed. 


If a tax or penalty has been paid less than that properly due, an 
assessment is made for the tax due plus interest at the rate of 


9 percent per annum. 


Fiscal 1977 collections through November, 1976 show that collection 
will substantially exceed fiscal 1976 receipts. 


Collections through the 1977-1979 biennium are expected to rise at a 
slightly higher rate than the historical average rate. 
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PENALTIES AND INTEREST COLLECTIONS - Fiscal Years 
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a 1961 62 63 64 65 66 67 68 69 70 LIL Zo nS 74 75 76 #77 78 1979 
(Table in $000) 

Fiscal Gross Dollar Percent 

Year Collections Change Change 

Actual 
1961 $1,158 ae Ae) 25 
1962 1,826 668 D Vaecr: 
1963 ipa y; -371 -20.4 
1964 L445 -310 -21.3 

1965 1,603 458 40.0 
1966 : aS Or -586 -36.5 
1967 2,414 (she 137.4 
1968 690 -1,724 -71.4 
1969 760 70 LOZ 
1970 1.0353 273 Shere) 
1971 1,995* 962 al 
1972 2,469 474 2308 
1973 ch i Ar 1302 52.8 
1974 3,056 -715 -19.0 
1975 4,187 113k 37.0 
1976 ye be TS: 358 8.6 

Forecast 
1977 5,760 Be Is) 26.7 
1978 6,360 600 LORE 

@) 1979 6,950 590 9.3 


*May 20, penalty rate for late payment increased from 2 to 5 percent. July l, 
interest rates on unpaid taxes held on abeyance increased from 6 to 9 percent. 
Fiscal 1971 thirteen months' collections as per Chapter 179, Laws of 1971. 
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TIMBER EXCISE TAX 


This tax is levied on the value of timber at the time of harvest and 
is paid by the harvester. The tax rate was increased from 3.4 percent 
(2.9 percent tax plus 0.5 percent surtax) to 6.5 percent on October 1, 
1974. 


Timber harvest values are determined from stumpage price tables pub- 
lished annually by the Department of Revenue. 


All tax revenue collected during the 1975-1977 biennium will be deposited 
initially in Timber Fund A. During the previous biennium, collections 
attributable to the 0.5% surtax were deposited directly into the Reserve 
Fund. These direct deposits and the surtax were repealed October 1, 1974. 
Beginning in calendar 1979 portions of tax collections will be deposited 
in Fund B. 


Distributions of all funds to taxing districts are made quarterly in 
the following manner: 


Fund A revenue distributions are based upon the value of the 
standing timber inventory in each taxing district as determined 
in 1970 and current millage rates. The timber roll values are 
frozen by law at 1970 value until 1977 at which time the Depart-— 
ment of Revenue will calculate an adjustment factor for each 
county to bring the timber roll values up to current value. 

The forecasts assume that the timber roll values will more than 
double. Collections in excess of local guarantee are deposited 
in Reserve Fund. 


Reserve Fund revenue distributions are based upon the value of 
timber harvested in each taxing district and current millage 
rates. The reserve fund balance to be distributed is determined 
in August for distribution the following calendar year. 


Fund B will begin to replace Fund A and the reserve fund as the 
primary vehicle for timber tax distributions in 1979. Beginning 
in 1979 timber tax collections wil be split with 75% deposited 

in Fund A and 25% deposited in Fund B. During the next four 

years Fund A will be phased out and replaced by Fund B. Distri- 
butions of Fund B will be based on timber harvest values as 

is the reserve fund. Unlike the reserve fund distribution, the 
Fund B distribution will depend on the amount of revenue collected 
the immediately preceeding quarter. 


Fund A distributions unlike either Fund B or the Reserve Fund are made 
to the county treasurers. The county treasurers in turn distribute 

the monies to the appropriate taxing districts including the state's 
share for public schools. Experience has shown that this distribution 
procedure results in the state receiving its share during the second 
month following the distribution to the counties. Thus, the fiscal 
collections of the state share differs from the fiscal year distribution 
amount. (See footnote on next page.) 
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ESTIMATED COLLECTION AND DISTRIBUTION OF TIMBER EXCISE TAX 


1975-1977 AND 1977-1979 BIENNIUM 


Item 


Collections 


Fund A 
Fund B 


TOTAL 
Distributions 


Fund A 
Local Districts 
Local Schools 
State (Schools)* 
Reserve Fund 
TOTAL 


Reserve Fund 
Local Districts 
Local Schools 
® State (Schools) 
State (Administration) 
TOTAL 


Fund B 
Local Districts 
Local Schools 
State (Schools) 
TOTAL 


Total Distributions 
Local Districts 
Local Schools 
State (Schools) 
State Administration) 
TOTAL 


*Fund A revenue is forwarded to the various county treasurers for distribution to the 
Deposits to the state general fund of Fund A revenue for 
Estimated general fund receipts 


appropriate taxing districts. 


schools:are delayed due to the distribution procedure. 


are as follows: 


x 


($000) 


1975-1977 Biennium 


1976 


$37,477 


$37,477 


$93,.3608 
Bao 
3,240 
24023 
STOW SPs) 


54a 502 
Sp be}s) 
SESE) 
1,794 

vi2¢o82 


Uc ePAw 
65093 
6,577 
1,794 


$ 22,884 


Fiscal 1976 
Fiscal 1977 


LO7y, 


$32,690 


$32,690 


$3,808 
SPB 
3,200 
Zou LO 
$32,690 


$ 8,994 
7,106 
7,420 
15790 

$25,310 


$12, 802 
10,216 
10,620 

20 
$35,430 


1975-77 biennium 


Fiscal 1978 
Fiscal 1979 


1977-79 biennium 


31 


Total 


$70,167 


5/0, L607 


$ 7,676 
6,506 
6,440 

49,593 

$70, 215 


$13,046 
107305 
LOS oy 

3,584 
$37,692 


$20,722 
16,811 
Ly? $97 

3,584 
$58,314 


$1,794 
3,220 
$5,014 


$4,330 
Lig OU 


$11,680 


1977-1979 Biennium 


1978 


$40,010 


$40,000 


SHEN ah 
Dae 
5,500 


22,670 


$40,010 


$10,918 
8,622 
9,000 
2,060 
$30,600 


$17,429 
13,951 
14,500 
2,060 
$47,940 


i973 


S354920 


4,300 


$40,220 


$ 8,110 
6,630 
6, 860 

14,320 


$35,920 


593097 
7,823 
8,160 


2eko0 
$28,070 


$19,658 
edo 
165370 


Pel o0 


$53,970 


Total 


$75,930 


4,300 


$80,230 


S14 620 
LUSS59 
12,360 
36,990 

3) 9,900 


$20,815 
16,445 
ee ale) 

4,250 
$58,670 


4,250 


$101,910 


NON-TAX GENERAL FUND SOURCES 


1973-1975 AND 1975-1977 BIENNIAL ESTIMATES 


Source 


Business registration. .< ince cs ee ace wee 
Property’ exempt "Leese. so. ia. scuerci a ow Sacre ols 
Cigarette fees and licenses..........e050- 
Sales: of ‘salvageids ties o~ emsteiaiee © clare one ote 
Nonresident’ Permits.2 020 sce Soe csc welse cree 
Unclaimed’ personal property: ... 60. ace once. 
Recovery of filing fees; court costs...... 
Housing dn Tews wets oteln < Cuat alates «<0 701 shew er ete 
Timber reimbursement ./s) «ac stereles cole «ub vig e's s) 
Local retail sales administration fund.... 
Transit retail sales administration funds. 
Leasehold: administration funds. 2.0.0 50. os 
MiSGe tL LanCOus st) as.sleveretslehere: atelerehelerale asousteneveratte fe 
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1975-1977 


Biennium 


$ 66,508 
45,230 
148,585 
1,652 
76,905 
987, 000 
11,205 
42,645 
521,051 
2,594,888 
6530231 
47,575 


23,616 


$5,200,091 


1977-1979 
Biennium 


§ 75,000 
213,000 
160,000 

2,000 
92,000 
560,000 
12,000 
44,000 
3,140,000 
800, 000 
96,000 


$5,194,000 


NON-GENERAL FUND REVENUE SOURCES 
BIENNIAL 1973-1975 COLLECTIONS AND 1975-1977 ESTIMATES 


($000) 

Source 1975-1977 1977-1979 

MAME MGORCTIO LL. & << se\clo & etlareeid eles is 4 wie ow eae ele Sel) $7925890 
MAE UN A VAs gine see's gy URE Me diese 30 6 at alals sso 70,167 75,930 
Seetmrer Fund B. iss. . es ig EW Ig <a she's ote 3 -- 4,300 
Brnrome excl Se) TAX FUNG sty ec 6. she oe sw bead oo, 14,189 16, 360 
Seamer er OM LNVESTMENtS 006 4 4.0 vic «+ sss sci oie 5) 6 
Heeiaamed Personal, Property... cf... esis ose 0 wis oe 163 
Escheats....... ee Mis phere atcle cltiy sich e's s ajee 6 ee e's 236 200 
PCO PAC ASCHO LAWNKCIGO Gh cls cass cc cdessces 2,078 4,704 
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Pollution Control Tax Credit....... 
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Stadium/Convention Center Tax Program. 


Sales Tax Deferral Program....... 
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I. INTRODUCTION 


This publication contains the 1979-1981 biennium revenue forecasts for 
Department of Revenue sources. Tax and nontax revenues collected by 
other state agencies as well as federal revenues are not included. The 
report includes a revised forecast for the 1977-79 biennium (Table I), 
an estimate of revenues for the 1979-81 biennium (Table II), as well as 
historical data and revenue projections for major Department of Revenue 
sources and tax credit programs. Note, the estimates for some tax 


December. This revision, made in February, 1979 totaled $123.3 million 
for the 1979-81 biennium. In addition, the estimates for fiscal 1979 
were increased $52.4 million resulting in a $175.7 million revision for 
the three year period. The majority of the revision was to the sales 
and business and occupation taxes. Table III reconciles the current 
estimates for the 1979-81 period with the December budget estimates made 
in November. 


Il. REVENUE ESTIMATES FOR THE 1977-79 BIENNIUM 


The revised estimates for the 1977-79 biennium are $52.4 million or 1.4 
percent above the budget estimates released in December, 1978 and are 
$308.9 million or 8.5 percent above the June, 1977 budget estimates 
which were the basis for appropriations for the 1977-79 biennium. 


The June, 1977 budget estimates for the 1977-1979 period underwent three 
major revisions: the first was in February, 1978, the second was in 
November, 1978 and the latest occurred in February, 1979. In February, 
1978, the estimates were revised downward by $24 million. This revision 
included a $128.8 million increase due to improved economic conditions 
in the state and a $152.9 million reduction due to the removal of the 
sales tax on food for home consumption effective July 1, 1978. The 
improved economic conditions in the state were due in part to a high 
level of in-migration and large increases in employment which resulted 
in significant gains in state personal income. At this same time, real 
estate activity was booming, driving up property prices (value), resulting 
in increased property tax collections. Also, a higher level of household 
formations resulted in increased activity in the construction and building 
materials sector and a sharp rise in durable goods expenditures. This, 
of course, translated directly into increased tax revenue. 


The revised economic and revenue forecast made in February 1978 proved 
to be conservative. In April 1978 collections surged above the forecast 
and consistently remained above the February 1978 estimate throughout 
calendar 1978 as the pace of economic activity continued to accelerate. 
Both employment and income continued to grow rapidly during the spring 
of 1978 and, in addition, consumer spending relative to income growth 
accelerated in the face of high inflationary expectations. As the 
saving rate fell to near record low levels and credit purchases increased 
to record high levels, tax collections rose dramatically during this 
period. Taxable sales as a percent of personal income reached an all- 
time high of 73.9 percent in the second quarter of 1978. 


The 1977-1979 revenue estimates appearing in the 1979-1981 Governor's 
budget were made during November 1978 in conjunction with the revised 
economic forecast. Revenue forecasts in November 1978 were $280.7 
million above the February 1978 estimates, and were $256.5 million above 
the June 1977 budget estimate. The additional revenue generated from 
improved economic conditions had more than offset the reduction in 
revenue due to the removal of food for home consumption from the sales 
tax base. The economic outlook in November, 1978, was far from certain. 
The President had announced a comprehensive plan to hold down the rate 
of inflation and the Federal Reserve had just announced restrictive 
monetary measures designed to hold down the growth of the money supply 
to aid the slumping dollar. Many economists and professional fore- 
casters were predicting a mild recession or at least some slowing in 
economic growth at the national level. The major uncertainties in 
November concerned the severity and timing of a slowdown in economic 
activity. At the state level, no "recession" was expected although the 
rate of growth in both employment and income was expected to moderate 
during the forecast period. Revenue collection had slowed somewhat 
during October and November of 1978 and were expected to continue to 
slow during the remainder of fiscal 1979 given the uncertainties at the 
national level. 


In February 1979, the economic forecast was again modified and the 
revenue estimates made in November were evaluated in light of collection 
experience to date and the revised economic forecast. Analysis in 
February 1979 indicated that the collection estimates made three months 
previous, again may have been conservative. The growth of collections 
rebounded in January and February 1979. Also, the revised state economic 
forecast indicated that both income and employment were expected to grow 
at a faster pace than had been forecasted in November. At the national 
level, the onset of the expected "recession" was pushed back from the 
second to the third quarter of 1979. Therefore, any state repercussions 
from a national slowdown were no longer expected to be felt in fiscal 
1979. Given these new economic projections and collection experience to 
date, the revenue estimates for the Department of Revenue's major sources 
were again revised upward. The current estimate for the 1977-79 biennium 
is $3,945.8 million which is $52.4 million or 1.4 percent above the 
November 1978 budget estimate and is $308.9 million above the June 1977 
budget estimate. 


III. REVENUE ESTIMATES FOR THE 1979-81 BIENNIUM 


Department of Revenue general fund sources are expected to generate $4.9 
billion during the 1979-1981 biennium. Revenues are expected to grow 
$931 million or 23.6 percent over the current biennium. The biennial 
growth figure does not represent the true growth since the 1979-81 
estimates are at a lower tax rate for sales, use, and business and 
occupation taxes as the temporary surtaxes on these sources are scheduled 
to expire June 30, 1979. Also, food for home consumption is removed 
from the sales tax base in both years in the 1979-81 biennium while 
excluded from the tax base in only one year in the 1977-1979 period. 
(See Table IV.) 


These estimates are $123.3 million or 2.6 percent higher than the esti- 
mates contained in the Governor's December 1978 budget. The increase is 


2 


attributable to a more optimistic economic outlook for the state as well 
as a higher base due to the upward revision of fiscal 1979 collections. 
In general, the forecasts assume a continuation of a strong state econ- 
omy. No state recession is foreseen during the forecast period. How- 
ever, high interest rates are expected to slow real estate transactions 
and construction activity in fiscal 1980 with a recovery expected in 
fiscal 1981 as mortgage conditions improve and with demand remaining 
strong. Consumer expenditures are expected to slow somewhat returning 
to a growth rate commensurate with the growth of personal income. The 
trend of the last two years which saw consumer expenditures exceed 
income growth by debt financing and an historically low savings rate is 
expected to taper off, with some softening in construction activity, the 
sale of building materials, and other durable goods. However, consumers 
are not expected to substantially curtail purchases below their income 
growth. Projected increases in employment and personal income are 
expected to support continued strong growth in excise tax receipts. 


IV. ECONOMIC ASSUMPTIONS (February 1979) 


Revenue growth for the majority of the Department of Revenue's tax 
sources is based to a large degree upon the trend of basic economic 
activity. Hence, the revenue forecasts presented here were developed in 
conjunction with the revised February, 1979 state economic forecast 
prepared by the Office of Financial Management. 


The Office of Financial Management is planning to update the state 
economic forecast in May, 1979. The Department's revenue estimates will 
then be reviewed in conjuction with the revised economic forecast and 
collection experience for the February 1978--May 1979 period. At that 
time the revenue estimates may be revised as the outlook of economic 
conditions changes and/or as revenue collection experience may dictate. 


Some key economic assumptions for the national economy which are im- 
plicit in the forecast at the state level, include: 


(a) A $19 billion tax cut which became effective January 
1, 1979. A $10 billion tax cut effective January l, 
1981; this tax reduction in 1981 assumes a $3 billion 
reduction in personal taxes, $2 billion in corporate 
taxes and a $5 billion roll-back in social security 
taxes. 


(b) Monetary policy will tighten during the next few 
months in a continual effort against inflation and 
defense of the dollar. 


(c) Iranian production will be on the way toward resuming 
normal levels before the end of the first quarter, 
with other producers stepping up production until 
then. The 10 percent OPEC price hike announced for 
1979 is incorporated in the forecast. Subsequently, 


prices are expected to rise steadily with quarterly 
price increases at an 8 percent annual rate 
throughout the forecast period. 


(d) The forecast expects an auto strike beginning in 
September 1979. 


Highlights of the economic forecast released in February include: 


National Economy 


7 A mild recession in 1979. Real GNP will decline in 
the third and fourth quarters of 1979, 0.3 percent 
and 3.8 percent respectively, with an overall growth 
of 2.6 percent in calendar 1979 as compared to the 
estimated 3.9 percent growth in calendar 1978. 


= Housing starts will decline nationally 11.0 percent 
in fiscal 1979 to an annual level of 1.788 million 
units. Housing starts will then recover in fiscal 
1980 and 1981 with starts expected to rise to 1.887 
million units in 1980 and 2.025 million units in 
1981. 


= Consumer durable expenditures are forecast to in- 
crease 11.8 in fiscal 1979, up from the 11.6 recorded 
in fiscal 1978. However, durable expenditures are to 
slow considerably in fiscal 1980, growing only 0.9 
percent. Recovery is forecast in fiscal 1981 as 
durable consumption is expected to grow at a rate of 
10.2 percent. 


= Consumer prices are expected to increase 8.6 percent 
in, fiscal; 1979, Inflation is then expected to 
moderate somewhat with consumer prices forecasted to 
rise 7.2 percent in fiscal 1980 and 6.8 percent in 
1981. 


The Washington Economy 


= The state will not experience a recession during the 
forecast period. There will be a slowing of growth 
(as measured by the change in real personal income) 
in fiscal 1979 to 5.4 percent, down from the 5.6 
percent growth experienced in fiscal 1978. Real 
income growth is expected to again grow at 5.4 
percent in 1980 then rise to 5.9 percent in fiscal 
1981, the highest rate of growth since fiscal 1973. 


= The state's economy is expected to substantially 
outperform the national economy in personal income 
growth. The growth in the state's personal income is 
forecast to be 14.5 percent in fiscal 1979, 13.6 
percent in fiscal 1980 and 13.2 percent in 1981. This 
compares to the expected rate of personal income 
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growth in the Nation of 12.2 percent, 10.1 percent 
and 11.3 percent respectively. 


- Washington is also expected to substantially out- 
perform the Nation in wage and salary employment 
growth. Wage and salary employment in Washington is 
expected to grow 6.8 percent in fiscal 1979, 3.8 
percent in 1980 and 4.0 percent in 1981, whereas 
national wage and salary employment is expected to 
grow only 3.7 percent in fiscal 1979, and only 1.0 
percent and 2.3 percent in fiscal 1980 and 1981. 


The current revenue projections assume that the recent experience in 
which the growth of consumer and business expenditures surpassed the 
relatively rapid growth in personal income will not prevail in the next 
biennium. Increased uncertainty on the part of consumers and business 
is expected to result in a slowing of consumption relative to income. 
The saving rate, currently near 5.2 percent, is historically low. Such 
a low saving rate is not expected to be sustained, in face cf the increas- 
ed consumer and business uncertainty and especially in light of the 
historically high debt burdens that consumers currently bear. However, 
given the projections of continued strong population, employment, and 
real income growth, retrenchment is expected to be mild in the state. 


There are several risks to the current economic and revenue forecasts, 
and a downturn of any kind would adversely affect the revenue estimates. 
Some major forecast risks include: 


= Uncertainties as to the availability of oil. 


= Failure to check inflation which would increase the 
likelihood of a more severe credit tightening on the 
part of the Federal Reserve. 


rs Uncertainties concerning consumer spending at- 
titudes, especially given the current low savings 
rate, increasing debt burden and continuing high 
inflationary expectations. 


ss State employment and/or income growth slowing to near 
the national average. 


Source 


General Fund 


RetatlvSaldles sc. « <.s 6 aales 
Business & Occupation.... 
UEC Sin ce wrerd sr erels, ea ale ale ake a eter’ 
LiquorrSales > acaiehe . ee 
Liquor SOUNCE < saciciteisis «etek 
Tobacco Products.......0. 
Cublic UehilLtvien. fonts. tne 
Pou De Pel vlLe pes ste 
Proper ty, (PAs) 0/6 ss ¢6 2suns 
Property (School)........ 
State Forest Fund........ 
state Timber. ...<.o«s<.04 ‘ 
State Forest Interest.... 
Leasehold Excise...... Rise 
Inheritance.a/cvewes de ete ss 
GEE Ci. cance ace saree a AE ey 
Conveyance. ...ccccecee eee 
Penalties & Interest..... 
GLearettes, casos sce le s 
NOWEANS osc ns ee Sade od Goo 
TOU AL 2 Oe oie acs ete ois 


NonGeneral Fund ; 
amber Fruntle Aces. s.tcs 8 27% 
bitter: Control... «ss 0's ; 
Liquor Excise Tax Fund... 
Income from Investments.. 
Unclaimed Pers. Prop..... 
Escheatsv.4..%.. eee ae 
Local Leasehold Excise... 
Leasehold in Lieu Tax.... 


June 1977 
Budget 
Estimate 


$1,915,870 
594,732 
153,640 
30, 380 
80,620 
6,160 
141,608 
14,300 


445,361 


$3,636,893 


$80, 230 
2,890 
16,360 
6 

163 

200 
4,622 


TABLE I 
DEPARTMENT OF REVENUE FORECASTS 


1977-1979 Biennium 


($000) 


Revisions 


Economic 


$230,744 
83,422 
14,761 


$409,740 


$-10,644 
-26 

-22 
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Other* 


-$152,900 


-307 


~-$153,207 


Budget 
Forecast 
Nov. 1978 


$1,993,714 
678,154 
168,401 
30,345 
80,934 
6,245 
143,687 
13,947 
262 
506,859 
7,606 
2,520 
207 
6,167 
98,452 
25100 
14,014 
17,041 
116,956 


5,814 


$3,893,426 


$69, 586 
2,864 


Economic 
Revisions 


$ 43,300 
1,941 


= Daas 


75 


1,000 


109 


$ 52,390 


*Reduction due to the removal of food for home consumption from the sales tax base, 


(Initiative 345). 


Feb. 1979 
Revised 
Forecast 


$2,037,014 
687,154 
170, 342 
30, 345 
80,934 
6,245 
140,652 
13,947 
262 
506,859 
7,606 
2,300 
282 
6,167 
98,452 
2,101 
14,014 
18,041 
116,956 


3,949 


$3,945,816 


$69,586 


TABLE IT 
DEPARTMENT OF REVENUE FORECASTS 
1977-179 2 yy o-19o) Bilennra 


($000) 
1977-1979 1979-1981% 
Source Biennium Biennium 
General Fund 
BES ne ce pape pauses ye ce sb 52,037,014 $2,469 ,066 
Bieageseen OCCUupaLion...........« 687,154 843 , 366 
loo 4 See ae A ag ee 170,342 220,815 
AVES re Pi a ee he eA 30,345 35 ,600 
Mr UNE CES caf oa os been iieasesie wiohdi » & *: 80,934 89 , 430 
MOTE COUUCLE t0y0). e.c.c eee os 40a 6,245 6,700 
re PUML LEY Sc lslene' seis c's is late lesa. 140,652 176,069 
PVT LEQ it oles cag dw Sie 13,947 16,920 
Pe CP SAG Ges ke en tc eee s 262 30 
ee OAM CNOOL ) i. is pc fois cee gies © 506,859 693,000 
Beatesrorest Fund: wu. ss ce es 7,606 LO 190 
PRMRMEICLIDDE Ts 5 si deteie na sd 40/3. 0'3 6 8 apaed <i 
puaecerorest Interest.:........% 282 350 
PeeeenOlOsNXCESE. . oo US cee ee ee 6,167 7,860 
RINE ANCE 6 bio) < wenlans Gants blaze. oe cce 98,452 128 , 400 
RAEI Es ioe, Coe eLant cuaks ices «0 els») gk: 23150 
BRUM IRC ye edits als eva ats. 5 ole a 0's 14,014 18,270 
Peusuetes co Interest..0%......646.% 18,041 25,000 
BC i a ks ce ke bce see 116,956 125,000 
TE EE SR 2 Se 8s) 7,063 
RSE eters leats ahead 9 ins sd, ees $3,945 ,816 $4,876,439 
NonGeneral Fund 
Oa eS Te $69 ,586 $79,890 
MMU MOTE YO be. seis. e guqcsie ys + 6.6 ss 2,864 3,720 
mianor excise Tax Fund./:....... 16,338 ES. 159 
Income from Investments......... 10 10 
Unclaimed Personal Property..... 163 150 
RMI EEA ia hicliak's nats niin > 2 4's (Osis vg 264 330 
bace. leasehold Excise... 2.6.05. 6,054 7,704 


*Assumes expiration of temporary tax increase. 


Increase 


$432,052 
156,212 
50,473 
5,255 
8,496 
455 
35,417 
2,973 
~232 
186,141 
3,144 
-2,520 
68 
1,693 
29,948 
649 
4,256 
6,959 
8,044 
1,140 


$930,623 


Percent 


Increase 


ZU2% 


> 
e 
WODHWOHUFOWNOWNHWUWD~ 


Source 


RéCaitos@les .. a eembee a sieee ee 
Budget Estimate, spoke sca. sss 
DierTerence | wk, din ss sicee wea 


Business.& Occupation... ... sa. 
Budgets Eis timatier ne sie t\cu ~ ee 
DiURPOTERCE,. lee e! ob wiscscatss. stotne 
Percent? Did ference... . 2). ak 


Budgety Es timater si. ' 620 
DEPVETONCE. ta lik. So ow ie swe 


Publaic Util atygahax. i452 se ake 
Budget Estimate... 4 <<< vane 
DE TELEN CE Meters Ss is aww Oe 


Penaltycw Interest. (ze ee $ 


Budget. Estimate... a..54..2%-- ae 
DELEevence vy eae oe 


TOCalrRevenue sAaGt s oc 3.6. ae ee 
Budget Estimate. os... cna) 
DiTperencten. a ew aa eee 


Other: Sourcesemay:do4..uen ee 
Budgetris Cima te tani ct tele ere 
Dit ferences.c. 705. te ee 


Total Genera lo binds... eee. 
Budget Estimate yy a: oars tase 
DitTeErence i 2 Ge. eee. 


TABLE III Pes 
REVISED REVENUE ESTIMATES COMPARED TO THE ORIGINAL BUDGET ESTIMATES 
February 23, 1979 


Fiscal 
1979 


364,800 


$1,609,155 
1,556,949 
52,206 
3.4% 


467,853 


$2 0773192 
2,024,802 
52,390 
2.6% 


($000) 


Fiscal 
1980 


$1,157,957 
1,110,343 
47,614 

4. 3% 


§ 395,419 
384,476 
10,943 
219% 


$ 103,530 
100,927 
2,603 

2. 6% 


$ 82,545 
85 565 
-3,020 

~3.5% 


SMELT 700 
10,275 
1,425 
13.9% 


$1,762,871 
1,703,306 
59,565 
3.5% 


SRO ye ie 
530,028 
189 


$2,293,088 
2,233,334 
59,754 
oie. 


Fiscal 
1981 


$1,311,109 
1,259,706 
51,403 
4.1% 


$ 447,947 
435,879 
12,068 
2.8% 


Sony 285 
115,255 
2,030 

ieaiys 


G7 os 57a 
97,460 

-3 936 

-~4 0% 


aed Popo (18 
11,510 
1,790 
15.6% 


$1,996,415 
1,933,060 
63,355 
cet 


$ 586,936 
586,730 
206 


$2 583,351 
2,519,790 
63,561 
2.5% 


1979-1981 
Biennium 


$2,469 ,066 
2,370,049 
99,017 
4.2% 


$ 843,366 
820,355 
23,011 
2.8% 


$ 220,815 
216,182 
4,633 
bade 


$ 176,069 
183,025 
-6,956 
-3.8% 


$ 25,000 
21,785 
3,215 
14.8% 


$3,759,286 
3,636, 366 
122,920 
3.4% 


$1,117,153 
1,116,758 
395 


$4,876,439 
4,753,124 
1235318 
2.6% 


*February 1979 


**kPrepared in November 1978 


TABLE I[V 
ESTIMATED IMPACT OF REMOVAL OF 
TEMPORARY TAX INCREASF AND INITIATIVE 345 


1979-1981 
($000) 
Fiscal Fiscal Fiscal 1979-1981 
1979 1980 1981 Biennium 
Impact of Surtax Removal 
RGM cc cle alata oe eeecee ae nets ae Sorhaedigns $ 25,516 $ 28,979 $ 54,495 
Use. eceee e@ecoreeeeeeeoeeeoeeen ee ie eens 23253 2,568 Di Oe Las 
BU OCS E chatece bets tele oe eee 6 ore --- $ 27,769 S$ 31,547 $ 59,316 
Business & Occupation..... o.oo 26,231 29,807 56,038 
PEUME ALL rated ates aval o fi cashed: ete teettcathgen’ $ 54,000 $ 61,354 $115,354 


Impact of Initiative 345 ......$152,909 $169, 340% $192,815* S362 5155 


*Assumes expiration of 0.1 percent sales tax increase. 


RETAIL SALES TAX 


This source is the primary state tax. The tax is imposed on most 
retail sales of tangible personal property, measured by the total 
selling price of the commodity. The tax is paid by the buyer to 
the seller who in turn fowards the receipts to the Department of 
Revenue. 


Recent rate or base changes are as follows: 


1965 - 4.0 to 4.2 percent 

1967 - 4.2 to 4.5 percent 

1970 - 0.5 percent optional local tax added 

1973 - 0.3 percent optional local tax for transit districts 

1974 - Exempted prescription drugs and container sales 

1975 - Base extended to Federal Government contractors (subse- 
quently declared unconstitutional). Exempted sales of 
insulin, prosthetic devices, and oxygen. 

1976 - 4.5 to 4.6 percent temporary surtax (scheduled to expire 
June 30, 1979). 

1978 - Sales of food for home consumption exempted as per 
Initiative 345. 


The three largest retail sales tax generating sectors are: 1) 
food, 2) auto dealers, and 3) contract construction. 


The latest tax increase from 4.5 percent to 4.6 percent was imposed 
by the legislature in 1976 as a temporary measure. This increase 
was to be effective from June 1, 1976 to June 30, 1977. However, 
in 1977 it was extended by the legislature and is scheduled to 
expire June 30, 1979. The revenue estimates for the sales tax 
assume that the tax rate will revert to the 4.5 percent rate as 
scheduled. 


The pollution control tax credit, the tax deferral program and the 
stadium/convention center tax credit will reduce state sales tax 
collections by approximately $20.7 million in the 1979-1981 biennium. 
(See Table V, Page 41.) 


The rapid growth in retail sales tax collections within the last 
two years has been spurred by growth in sales of durable goods and 
construction activity. The forecast assumes a slowing of growth in 
both of these areas. 


Initiative 345 removed food for home consumption from the sales tax 
base beginning in fiscal 1979, hence the relatively low rate of 
growth of net collections (see Table IV for data on the impact of 
initiative 345). 
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NET RETAIL SALES TAX COLLECTIONS - Fiscal Years 
($ Millions) 


1,500 
1,250 ez 
Ho 
1,000 ae 
750 # 
500 ve 
%% 
250 
4 
0 
1965 66 67 68 69 70 ray 72 73 74 75 76 77 78 79 80 81 
Fiscal Net Dollar Percent 
Year Collections Change Change 
Actual (Table in $000) 
1961 eae oe TA 7 S 6,404 Sete) /- 
1962 200,888 L747 G2 
1963 Zi. 563 10,975 Uiwe 
1964 214,390 Zaoz2/ me 2 
1965* 230RD 52 165162 1 Ae 
1966 273,934 AOA 32 18.8 
1967%** 306,192 32,208 8 
1968 351,096 44,904 14,7 
1969 395,306 44,210 2.6 
1970 399,414 4,108 1.0 
1971+ 443,969 UES tee) ibe 2 
L972 440,883 (3,086) -0.7 
1973 491,716 20,833 275 
1974 553,004 61,288 225 
1975 614,586 615,582 ‘ee 
1976# 710,539 95.953 1a 
1977 836,128 125,589 fa. 
1978 989,364 153,036 18.3 
Forecast 
1979# 1,047,650 58, 286 539 
1980 Jae iy oi ey 1103307 10.5 
1981 Tat tL 09 hse Vp Sey L322 


*Tax rate increased to 4.2 percent June 1, 1965. **Tax rate increased to 4.5 
percent July 1, 1967. +Thirteen months' collections, as per Chapter 179, Laws 
of 1971, Extra Session. #Temporary rate increase to 4.6 percent effective 

June 1, 1976 to June 30, 1979. #Food for home consumption removed from the tax 
base. 11 


BUSINESS AND OCCUPATION TAX 
This revenue source is the state's second largest general fund tax source. 


The 1976 legislature enacted a temporary 6 percent surtax to be effective 
from June 1, 1976 through June 30, 1977. The revenue estimates assume that 
this surtax will expire June 1979 as scheduled. The combination of the 
surtax expiration and increased tax credits result in minimal revenue growth 
of net collections in fiscal 1980. 


The general business and occupation tax rate is .44 percent (.4664 percent 
including the 6 percent surtax) and is imposed on the gross income of the 
business. The general category includes manufacturing, wholesaling, extrac- 
ting, and retailing. Service activities are taxed at 1 percent of gross 
income (1.06 percent including the surtax). These and other tax rates are 
shown below. 


Rate including 


Business category Base rate 6% surtax 
General 0.44% 0.4664% 
Service 1.00 1.06 
Manufacturers of aluminum 0.40 0.424 


Slaughtering/processing 
perishable meats-wholesale 0.33 0.3498 
Manufacturing fresh fruits 


and vegetables 03 0.318 
Travel agent commissions Uwe 0.265 
Splitting/processing dried 

peas 0.25 0.265 
Nuclear fuel assembly Os25 0.265 
Cigarette wholesalers Only 6 0.18656 
Flour millers 0.125 0 ze 
Seafood manufacturers Oy Beas" 0. 13Za 
Wholesaling wheat, oats, 

corn, barley, dried peas Og 0.106 


Retailing is the single largest business category accounting for about 34 
percent of total collections. Other major tax generating categories in 
order of tax receipts are: wholesaling, service and manufacturing. 


Business and occupation gross tax liability (before credits are deducted) is 
expected to grow at a rate of 19.8 percent in fiscal 1979, about the same as 
the 19.6 percent recorded in 1978. Growth is expected to slow somewhat in 
1980 (13.1 percent, adjusting for the effect of a lower tax rate) as the 
risks of a national recession increases, then rebound in fiscal 1981 (13.3 
percent) as the economy stabilizes. 


The pollution control credit, inventory tax credit, and the manufacturers 
tax credit programs will reduce business and occupation revenue by approxi- 
mately $99.4 million during the 1979-1981 biennium. (See Table V, Page 41.) 


Major uncertainties regarding the forecast for this source are the severity 
and timing of any slowdown of the national economy, since a substantial 
portion of business and occupation revenue is generated by the exporting of 
manufactured goods. The expected strength of Washington's economy plus a 
controlled boom in the aerospace industry should insulate the business and 
occupation tax revenue against all but a deep national recession. 
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(Millions) 
$120 


100 


80 


60 | 


40 


20 


0 
1965 66 67 68 69 70 fias 72 73 74 75 76 771 78 79 80 

Fiscal Net Dollar Percent 
Year Collections Change Change 

Actual (Table in $000) 

1961 S 85612 $ 249 1697 
1962 17,004 39-392 2449 
1963 16,249 -755 -4.5 
1964 16,194 -55 -0.4 
1965* 17,041 847 oye! 
1966 ZA AOL 4,660 2743 
1967** 24,871 3,170 14.6 
1968 275338 25407 9.9 
1969 335 562 6,224 22.0 
1970 297030» -4,181 -12.5 
197 i 29,298 -83 -0.3 
1972 295 4A 119 oF 
1973 34,998 5), Jou. 19.0 
1974 40,629 5,631 1621 
1975 “lint 52 7 fee Was LSD 
1976} 57,556 9,804 20.5 
1977 65,803 8,247 ARS 
1978 743142 Lh, B39 re 

Forecast 

1979 93,200 16,058 20.8 
1980 103,530 10,330 Lil, 
1981 Lig eeoS URS ASS) AAS Pe 


NET USE TAX COLLECTIONS - Fiscal Years 


*Tax rate increased to 4.2 percent June 1, 1965. 


percent July 1, 1967. 
ope, 97 iow Extragsess ion: 


June 1, 1976 to June 30, 1979. 


a5 


**kTax rate increased to 4.5 
+Thirteen months' collections, as per Chapter 179, Laws 


#Temporary rate increase to 4.6 percent effective 


81 


PUBLIC UTILITY TAX 


Public utilities generally providing services in the areas of 
transportation, communication, or the supply of water and energy 
are exempt from business and occupation taxes but are subject to 
the public utility tax. Like the B&O tax, the public utility tax 
applies to the firm's gross income. 


Public utility rates are shown below: 


Type of Public Service Tax Rate 
Railroads, express, car companies Hh 
Power and water distribution 
Telephone and telegraph 
Gas distribution 
Motor transportation 
Urban transportation vessels under 

65 feet 0. 
Other public services a 


rw WD WD WD 


6 
.6 
0 
8 


co ON 


The last major increase of all public utility tax rates except gas 
distribution occurred in 1957. The basic rate for gas distribution 
was increased from 2.4 percent to 3.0 percent effective July l, 
Ne fd 


The two major sources of public utility excise tax collections, 
amounting to 70 percent of total collections, are: 1) water and 
power distribution companies and 2) telephone/telegraph companies. 


The pollution control credit program will reduce public utility 
revenue by about $1.6 million during the 1979-1981 biennium. 


Public utility collections slowed considerably in fiscal 1978 due 


in part to an unusually mild winter and apparent increased conserva- 
tion efforts on the part of consumers. 
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PUBLIC UTILITY TAX COLLECTIONS - Fiscal Years 


(Millions) 
$120 


100 
80 
60 
40 
20 
0 7 AT EY SRA . 
1965 66 67 68 69 70 val 72 73 74 75 76 77 78 79 80 
Fiscal Net Dollar Percent 
Year Collections Change Change 
Actual (Table in $000) 
1961 $15,861 S44 9.97% 
1962 15 5 942 81 OP 
1963 16,985 1,043 Re: 
1964 DOL 383 2,398 WAN 
1965 19, 219 -164 -0.8 
1966 20,694 1,475 7.6 
1967 29,579% 8,885 42.9 
1968 22,192%* -7,387 -25.0 
1969 22,000. 3,689 16.6 
1970 27,244 1,363 aS, 
oy! 34,485+ 7 5241 26.6 
1972 34 842i 357 TSU 
oe 38,094 tae 9 eeiee 
1974 45975 2286): yee 
1975 48,174 6,199 14.8 
1976 554 59 6,985 LP Aa 
1977 62,359 7,200 1ic eee 
1978 67 5137 4,778 7, 
Forecast 
1979 3 6370 935 
1980 82,545 9,030 i Ras 
1981 93 228 10,979 1 


*Includes $6.3 million attributable to audit assessment. 
+Thirteen months’ collections as per Chapter 


million of assessment refunds. 
179, Laws of 1971, Extra Session. 
Zaestors.0 percent, Jwly «al, 1971:, 


*kIncludes $3.5 


#Rate for gas distribution increased from 
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LIQUOR TAXES 


The Department of Revenue collects the 4 cents per ounce and percen- 
tage excise taxes from the Liquor Control Board. 


The percentage taxes include 15 percent of the selling price on all 
sales to final consumers of liquor and strong beer in the original 
package. These items can only be purchased through state Liquor 
Control Board stores or agencies. Class H license holders (retail 
licenses to sell by the drink) receive a lower tax rate of 10 
percent because their purchases are intended for resale. 


The general fund receives the entire portion of the ounce tax and 
65 percent of the percentage tax. The remaining 35 percent of the 
percentage tax is deposited in the Liquor Excise Tax Fund for 
distribution to local governments. 


Breaks in the graph show major rate increases for spiritous liquors. 
The decline in 1974 represents the repeal of the 26 percent wine 
tax which is now a 75 cents per gallon tax collected by the Liquor 
Control Board from the winery. 


Although liquor prices have increased over the last several years, 
shifts in consumption to lower priced products have dampened some 
of the increase in the average price per gallon of liquor purchased. 
This forecast assumes a slight increase in the average price per 
gallon. 


The population age 21 and over is projected to increase at a faster 
rate than the total population as the post-war baby boom cohorts 
continue to enter this age group. The average consumption rate is 
forecast to continue to increase. 
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LIQUOR TAX COLLECTIONS - Fiscal Years 
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Fiscal General Fund Liquor Excise Dollar Percent 
Year Ounce Tax Excise Tax Total Tax Fund Total Change Change 
Actual (Table in $000) 
1961 -- Sup OOF oR Age ose a S 3b Sil oie $ 209 15 
1962 So Go 7,980 1347.93 3,842 be rel see: 6,023 129 
1963 5,419 Beo30 LS.754 4,030 17,784 149 0.8 
1964 5,544 8,417 13,961 4,045 18 ,006 222 Le2 
1965 6, 008** 9,150 iy ptoo 4,354 Lot 1,506 8.4 
1966 Pecos 9,306 ZU5538 4,590 25526 5,616 28.8 
1967 b2 5929 10,071 22,600 fps BS Os 21,4 o 23007 LOOKS 
1968 13,504 10,914 24,418 Dead 29.959 2,240 Sot 
1969 14,304 11743 26,047 5,936 BLN YSo 2,028 6.8 
1970 T4792 13 ,699+ 28,491 7 ,619+ 36,110 had L229 
1971++ 16,827 16,120 32,947 9,084 42,031 aye 16.4 
1972 28 , 6734 14,457 43,130 8,220 51,350 9,319 B2e2 
1973 30,401 15,425 45 ,826 8,794 54,620 3,270 6.4 
1974 32,016 11,0074: 43,023 5 , 928+ 48,951 -5 ,669 -10.4 
1975 23,000 Ll 927 45,782 6,422 52,204 = SP 2 os) 6.6 
1976 35,203 TZ ekg 48 ,222 6,849 55,071 2,867 ete: 
1977 36,579 135,347 49 ,926 Ay Los Ee hAr ues 2,042 ee) 
1978 39 ,384 14, 550 53,939 T,Gs7 61,776 4,663 Sez 
Forecast 
1979 41,550 15,790 57,340 8,501 65,841 4,065 6.6 
1980 43,630 17,100 60,730 9,201 69,931 4,090 O22 
1981 45,800 18,500 64,300 9,958 74,258 4,327 O.2 


*Effective April 15, 1961 tax rate of 1.1 cents per ounce. **Rate increased to 2 cents per 
ounce June 1, 1965. +Wine tax changed to 26 percent at wholesale level, July 1, 1969. 
++Thirteen months' collections as per Chapter 179, Laws of 1971, Extra Session. /# Rate 
increased to 4 cents per ounce July 1, 1971. ##Percentage tax on wine repealed July 1, 1973. 
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PROPERTY TAX 
Rapid increases in property valuations have resulted in corresponding 
increases in total state property tax collections. 


State property tax levies have been changed via court decision and 
legislative actions in recent calendar years as shown below: 


Levy Rates 
Calendar Public Public 
Year Due Assistance Schools Measurement Base 
1972 Pi zZ mills per 50% full value 
1973 0.95 Pad mills per 50% full value 
1974 0 0 no state levy 
1975 & After 0 $3.60 dollars per $1000 full value 


The latest revision in property tax administration has the state 
collecting the entire regular school levy beginning with taxes due 
in calendar 1975. Fiscal 1975 receipts represent 6 months' collec- 
tions of the new tax. 


The shift to the state collecting the regular school levy increased 
state revenues by $270 million in the 1975-77 biennium over the 
1973-75 biennium. However, this was a shift in collection from 
local districts to the state. In this regard, the shift was consi- 
dered as a state equalizing property tax. 


Projections of the public assistance property tax, represents 
collection of delinquent taxes levied prior to calendar 1974. 
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STATE PROPERTY TAX COLLECTIONS - Fiscal Years 


(Millions) 
$400 


350 | 


300 


250 


200 


150 


100 


1965 66 67 68 69 70 71 72 735 14°) 75 76 77 78 79 80 81 
Fiscal Public Public Dollar Percent 
Year Assistance Schools Total Change Change 

Actual (Table in $000) 

1961 $10,128 -- - SLO -- -- 

1962 e260 mee 12,726 Sie 598 15.6 
1963 22666 -- 12,666 940 8.0 
1964 3.550 -- 13550 870 6.9 
1965 14,569 -- 14,569 O53 TsO 
1966 16,452 -- 16,452 1,883 Ee.9 
196/ 19,883 ~~ 19,883 a4) 20.9 
1968 IIS) oN is ess eos 39,652 19, /69 99.4 
1969 22050 27,248 54,904 i, 252 38.5 
1970 30,686 30,534 Go2 20 62516 pie 
1971 30,523 Bea 50 66,95i. Savor 9.4 
1972 STA GS Fo be) 37,869 JD ,OUR 8,847 1 Pe! 
1973%** 36,060 35,874 71,934 -3,870 -5.1 
1974+ 6,483 Zig Oo 27.5052 -44,282 -61.6 
O75 538 Sei 2s 86,261 58,609 212.0 
1976 Hepes | 184, 200 135,426 99 e157 114.9 
1977 Ul 194,204 1945577 9,159 4.9 
1978 187 228 (359 228 ,546 33,969 ESS 

Forecast 

1979 ie) 278,500 it One ves 50,029 219 
1980 30 324,600 324,630 46,055 Loe 
1981 -- 368,400 368,400 ese Pe, 


*Two-mill property tax levy for public schools January 1, 1967, in addition to 


the two mill levy for public assistance. *%*1972 public assistance levy reduced 
to .95 mill and school levy reduced to 1.9 mill as per Supreme Court ruling. 
+1973 state levies repealed. ++1975 state to collect regular school millage. 
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PUBLIC UTILITY DISTRICT TAX 


The PUD privilege tax is levied on Public Utility Districts in lieu 
of property tax and is a tax on sale and géneration of electrical 
power. 


The tax rate is 2 percent of the gross sales plus 5 percent of the 
first 4 mills per kwh of wholesale value. Wholesale values are 
defined as all costs of generation and transmission. 


In addition, the 1977 legislature enacted a new tax on the generation 
of power from nuclear power plants. This tax rate is 1.5 percent 
of the wholesale value of power generated. Revenue from this new 
tax is not expected to be realized until late in fiscal 1981 when 
WPPSS #2 is expected to begin commercial operation. 


Most of the revenue is distributed (96 percent) to local taxing 
jurisdictions in lieu of property tax with the state general fund 
receiving 4 percent. The forecast shows the total collections to 
be distributed among the state and local taxing districts. 


Revenues from this source showed almost no growth in fiscal 1978 
due to large degree to a mild winter and increased conservation 
efforts on the part of consumers. 


The relatively large increase in fiscal 1979 is due in part to 


addition of new generating capacity as well as expectations of a 
more severe winter. 
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PUBLIC UTILITY DISTRICT TAX COLLECTIONS - Fiscal Years 
(Millions) 
$9 


Fiscal Net Dollar Percent 
Year Collections Change Change 
Actual (Table in $000) 
1961 S De t/2 . Si¢ BOL P33 
1962 1,749 Sir eS 
1963 1,862 LLG GAD 
1964 2,664 802 43.0 
1965 2,870 206 CAN 
1966 34323 453 15.8 
1967 3,475 1 boy 4.6 
1968 3,692 Bik 6.3 
1969 yeh BS L22 ses 
1970 4,302 488 12.8 
oy 1 4,336 34 0.8 
1972 4,503 le / bi] 
1973 4,816 313 PQ 
1974 5,063 247 Stal. 
1975 pets ls 293 58 
1976 5 Jaw 594 Lived 
1977 6,360 410 6.9 
1978 6,367 7 Ovl 
Forecast 
1979 7,580 2a Le ot 
1980 8,160 580 Leah 
1981 8, 760 600 1.4 
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INHERITANCE AND GIFT TAXES 


Inheritance Tax 


Inheritance tax is a graduated tax with rates based on the value 
received and the relationship of parties involved. 


1971 legislation reduced the time of tax payment from 15 to 9 
months as did Federal law, causing a bulge in fiscal 1972 and 1973 
collections. 


Growth in inheritance collections tend to fluctuate significantly 
from year to year. Collections have accelerated in fiscal 1977 and 
1978 due in part to increased value of real property. 


The forecast assumes that inheritance collections will grow at 
about the same pace as the growth of the net worth of households. 
The basic estimates in 1980 and 1981 have been adjusted by $5 

million ($2.5 million per year) to include additional revenue 

expected to be generated by new auditors added to the Department's 
staff during fiscal 1978. 


Gift 


Tax 
The gift tax rates are 90 percent of the inheritance tax rates. 


Gift tax collections nearly tripled in fiscal 1977, rising from 

$2.7 million to over $8 million. This increase was primarily due 
to a change in Federal law. The Tax Reform Act of 1976 significantly 
altered gift and inheritance tax laws. The most obvious effect was 
to remove the preferential tax rate on gifts at the Federal level 
after January 1, 1977. Collections in 1977 were apparently in 

response to this change as taxpayers accelerated their gift giving 
prior to the law change. 


The total impact of the change in the Federal gift/inheritance tax 


statutes is unclear. The forecast assumes that gift receipts will 
grow at a rate near their historical average. 
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INHERITANCE TAX COLLECTIONS - Fiscal Years 


(Millions) 
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Fiscal Gross Dollar Percent 
Year Collections Change Change 

Actual (Table in $000) 
1961 $19,975 as EOS 8) 2 i | 
1962 9,816 - 157 -1.6 
1963 La, oL2 3,696 Sed 
1964 T2261 =e 21 -9.3 
1965 5,781 Sy520 25,7 
1966 18,376 Age 16.4 
1967 20,696 ee) L250 
1968 20,998 302 es 
1969 ZOOS TCO a -210 -1.0 
1970 24,072 35284 P26 
1971 23,368 -704 -2.9 
1972 29,162* 5,794 24.8 
1973 34,529%%* 52367 18.4 
1974 SL obs —-2,964 -8.6 
LoS 33,470 1,905 6.0 
1976 36,091 2,621 758 
1977 39,784 3,693 10.2 
1978 45,452 5,668 Lae 

Forecast 
1979 53,000 7,548 16.6 
1980 61,500 8,500 16.0 
1981 66,900 5,400 8.8 


*Includes $3.4 attributable to Chapter 132, Laws of 1971, Extra Session. 
**Includes estimated $7.4 million attributable to Chapter 132, Laws of 1971, 
Extra Session. 
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GIFT TAX COLLECTIONS - Fiscal Years 


(Millions) 
$9 


1965 66 67. 684'.69 . 70 PN Cire is heard 1D LOua ahd eae bie 79 oe oe 


Fiscal Gross Dollar Percent 
Year Collections Change Change 
Actual (Table in $000) 
1961 S 438 S$ -84 -16.2 
1962 owee 13 16,5 
1963 648 Lor 27.0 
1964 597 -51 -7.9 
1965 793 196 B209 
1966 L523 730 o21 
1967 1,030 -493 -32.4 
1968 jhased | 13i tle ae 
1969 1,519 358 . 30.8 
1970 B ips (ops -157 -10.3 
1971 1,644 282 2057 
1972 i205 -439 -26.7 
1973 2,018 813 Ghia 
1974 2,309 291 14.4 
L375 2 Lod -145 6.3 
1976 Dafa? -442 -20.4 
1977 8,037* 6,318 366.7 
1978 951 -7,086 -88.2 
Forecast 
1979 P50 199 20.9 
1980 1,300 150 1320 
1981 1,450 150 5 fa Op 
*Surge x collections primarily due to change in Federal law (Tax Reform Act 
of 1976 
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CIGARETTE AND TOBACCO TAXES 


The current cigarette tax is 16 cents per package. The tax is 
collected by means of stamps purchased by cigarette wholesalers. 
The stamps are affixed to each package before distribution to 
retailers. 


Tobacco products other than cigarettes are subject to a tax of 45 
percent of the wholesale price. 


Cigarette tax collections have been affected by out of state purchases 
and tax free purchases on military and Indian reservations. Washing- 
ton's per capita cigarette consumption based on tax collections are 
roughly 30 percent below the national average indicating a substantial 
avoidance of the state tax. 


The State of Washington is appealing the February 22, 1978, U.S. 
District Court of Washington (Eastern District) decision to the 
U.S. Supreme Court. The decision prevents the State of Washington 
from collecting excise taxes on the sale of cigarettes by Indians. 
A ruling is expected on the issue during the 1979-81 biennium. 


Collections are expected to grow at approximately the same rate as 
the growth of population 18 and over. The growth in 1979 is somewhat 
higher rebounding from near zero growth in fiscal 1978. The forecast 
does not anticipate any significant change in revenue loss due to 
tax avoidance. 
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CIGARETTE TAX COLLECTIONS - Fiscal Years 


(Millions) 
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1965 66567 773087 anos FAN Nice oly even Mii Pe bes Bp £5) 75e adeu 78 79 ee 


Fiscal Gross Dollar Percent 
Year Collections Change Change 
Actual (Table in $000) 
1961 $17,913%* $15,072 6.4 
1962 20,056 24 kee 12.0 
1963 20,281 225 had 
1964 Les oL -550 -2.8 
1965 21,166** dees S 124 
1966 27eho3 6,617 313 
1967 2 hak 4,318 Laas 
1968 33,849 1,748 5.4 
1969 CET Liao Seek 
1970 394.602 -185 -0.5 
1971 36,4207 Lyoes Sond 
1972 48,500 Lisi 32a0 
1973 48,982 482 120 
1974 53,347 4,365 8.9 
LoS 335320 -27 -0.1 
1976 Ao ie 2202 4.1 
1977 56,931 1,409 7 Re 
1978 56,956 25 0.0 
Forecast 
1979 60,000 3,044 Sas 
1980 61,800 1,800 3a) 
1981 63,200 1,400 pape 
*Rate increased to 7 cents per package April 15, 1961. **Rate increased to 11 


cents per package June 1, 1965. +Rate increased to 16 cents per package 
Juneri,vLgr ls. 
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TOBACCO PRODUCTS TAX COLLECTIONS - Fiscal Years 


(Millions 
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1965 66 67 68 09 | "7Ohekiie 272 Tein PADI OY ad 6 77 TO7 419” — 80" ESL 


Fiscal Gross Dollar Percent 
Year Collections Change Change 

Actual (Table in $000) 
1961 S264 $ -22 - 1.7 
1962 BUNS eis) a aye 
1963 1,365 28 vated 
1964 By6L2 229 L616 
1965 1,652* 40 Lied 
1966 1,661 10 0.6 
1967 LAASh 69 eZ 
1968 1,801 70 fd 
1969 Ly, 787 -14 -0.8 
1970 oyL34 347 19.4 
1971 2,427%% 293 aad 
L97Z Lgl 345 Ea ae 
1973 25708 -71 -2.6 
1974 apoaT -154 mere 
1975 339174 627 24.6 
1976 2,936 -238 -7.5 
1977 279093 -353 -12.0 
1978 3,045 462 pps Me, 

Forecast 
1979 3,200 155 bet 
1980 3, 300 100 Se 
1981 3,400 100 320 


oa a ee EL ee er En Sea ne La eS oe Ml ae OE 
*Tax increased from 25% to 30% of wholesale price June 1, 1965. **Tax increased 
to 45% of wholesale price June 1, 1971. Thirteen months' collection in fiscal 
1971 as per Chapter 179, Laws of 1971. 
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CIGARETTE TAX COLLECTIONS - Fiscal Years 


(Millions) 
$70 


60 eae 
50 


40 


30 
*% 


20 


10 


1965 6671 167.5'7) 06) nas yd ee nny © ey oF Aaa hy es iS)" 5 ELOn meni, 78 9 49 eee 


Fiscal Gross Dollar Percent 
Year Collections Change Change 
Actual (Table in $000) 
1961 $17,913% S1 5042 6.4 
1962 20,056 2,143 12e0 
1963 20GZ8) pS) Lom 
1964 LOL SL -550 -2.8 
1965 21,166** Lets) 7.4 
1966 274783 65617 Sis 
1967 S210) 4,518 L350 
1968 33,849 1,748 ae 
1969 35,587 gay 3s) Sd 
1970 35,402 -185 -0.5 
1971 36. 425% L gos Se 
1972 48,500 LL KS J2aL 
1973 48,982 482 130 
1974 535,347 4,365 8.9 
1975 bi em 48) -27 -0.1 
1976 jets ree lias 2,202 4.1 
1977 56,931 1,409 Jah 
1978 56,956 25 0.0 
Forecast 
1979 60,000 3,044 Ree 
1980 61,800 1,800 3.0 
1981 63,200 1,400 Zao 
*Rate increased to 7 cents per package April 15, 1961. **Rate increased to 11 


cents per package June 1, 1965. +Rate increased to 16 cents per package 
June: 1, “1971; 
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TOBACCO PRODUCTS TAX COLLECTIONS - Fiscal Years 
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Fiscal Gross Dollar Percent 
Year Collections Change Change 

Actual (Table in $000) 
1961 $1,284 S$ -22 ann 
1962 L350 7a fs) Ale 
1963 15335 28 orl 
1964 by3612 229 16.6 
1965 1,652%* 40 Liss 
1966 1,661 10 0.6 
1967 UAT Al 69 M2 
1968 1,801 70 me | 
1969 byiST -14 -0.8 
1970 2,134 347 19.4 
1971 2,427%* 293 bean 
1972 Ze ht 345 Lr 2 
1973 2,701 -71 -2.6 
1974 ago4/ -154 -5./7 
1975 7174 627 24.6 
1976 2,936 -238 -7.5 
1977 2,583 -353 -12.0 
1978 3,045 462 79 

Forecast 
1979 3,200 225 SLE 
1980 3,300 100 8. i 
1981 3,400 100 3.0 


ee re ee ee Ea Ne rr Ne I SE SE SSP lhe Sh 
*Tax increased from 25% to 30% of wholesale price June 1, 1965. **Tax increased 
to 45% of wholesale price June 1, 1971. Thirteen months' collection in fiscal 
1971 as per Chapter 179, Laws of 1971. 


29 


CONVEYANCE TAX 


The conveyance tax is a tax on the amount of real property conveyed 
or sold to another party less any liens or encumbrances. 


The very erratic pattern of recent collections can be attributed to 
several factors. 


-Repeal of the federal stamp act in 1968 

-Fluctuations in the real estate market, especially since 1970 
-Variations in the conveyance tax base compared to total value 
of property conveyed. 


Conveyance collections have grown at unprecedented rates over the 
last three years. This was due to a healthy economy with rapid 
inmigration, a strong demand for housing and rising prices. 


The forecast assumes a slower growth rate for conveyance receipts. 
Demand for housing is expected to continue to remain strong due in 
part to the projected high level of inmigration in the forecast 
period. The slowdown will come from the supply side. Interest 
rates are projected to remain high throughout the forecast period 
which will reduce the availability of credit to some extent. 
Credit conditions and mortgage availability, however, are not 
expected to approach the severity of the 1973-75 credit crunch. 
Thus, while the growth of real estate activity and conveyance 
receipts is expected to slow, it is not expected to show an absolute 
reduction as it did in the 1973-75 period. 
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CONVEYANCE TAX COLLECTIONS - Fiscal Years 


(Millions) 
$10 
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Fiscal Net Dollar Percent 
Year Collections Change Change 
Actual (Table in $000) 
1961 Samer $ 50 743 
1962 860 120 16.2 
1963 951 91 LOG? 
1964 £5003 a2 5.4 
1965 1,007 4 0.4 
1966 Lena 134 i3n3 
1967 104 -37 -3.3 
1968 1,478 374 joeg 
1969 15529 Dk 3e4 
1970 ae ay fs: -251 -16.4 
1971 £53109 32 He sy 
1972 1,936 626 47.8 
1975 1,933 -3 -0.1 
1974 1,997 64 Jeo 
1975 2,049 aps 226 
1976 3,076 15027 502 
1977 4,566 1,490 48.4 
1978 6,424 ood 40.7 
Forecast 
1979 7,590 1,166 1892 
1980 8,420 830 10.9 
1981 9,850 1,430 L730 
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PENALTIES AND INTEREST 


If payment of any excise tax due is not received by the last day of 
the month in which the tax becomes due, a 5 percent penalty is 
assessed. If not paid by the last day of the second month, 10 
percent is assessed and if not paid by the end of the third month, 
20 percent is assessed. 


If a tax or penalty has been paid less than that properly due, an 
assessment is made for the tax due plus interest at the rate of 9 
percent per annum. 


Collections from this source are quite erratic. Penalty and interest 
receipts have increased dramatically in the last two fiscal years. 
Receipts are expected to slow somewhat during 1979 and the 1979-81 
biennium. 
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PENALTIES AND INTEREST COLLECTIONS - Fiscal Years 


(Millions) 
$18 


15 


iz 


0 
1965 66 67 68 69 70 vk 72 v3 74 75 76 77 78 79 80 81 

Fiscal Net Dollar Percent 

Year Collections Change Change 

Actual (Table in $000) 
1961 DL 5G Swl29 Le, 
1962 Pe o26 668 Sens 
1963 uss) -371 -20.4 
1964 1,145 -310 -21.3 
1965 15603 458 40.0 
1966 1,017 -586 -36.5 
1967 2,414 1307, D7 oot 
1968 690 -1,724 -71.4 
1969 760 70 nOe2 
1970 O33 273 35.9 
1971 1,995%* 962 93.1 
1972 2,469 474 pes! 
Lg73 B07 / 2 1,302 2a0 
1974 3,056 -715 -19.0 
1975 4,187 Lampe SEAN 
1976 4,545 358 8.6 
1977 5,774 27229 2h 
1978 7,841 27067 3578 

Forecast 
1979 10,200 2ya59 30¢1 
1980 11,700 1,500 14.7 
1981 13,300 1,600 Lave 


*May 20, 1971, penalty rate for late payment increased from 2 to 5 percent. 
July 1, 1971, interest rates on unpaid taxes held on abeyance increased from 
6 to 9 percent. Fiscal 1971 thirteen months' collections as per Chapter 179, 
Laws of 1971. 
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NONTAX SOURCES 


Registration Fees 
This revenue represents payment to the Department of Revenue of a one-time fee ($1) by 


individuals and corporations when starting a business in the state. 


Property Tax Exempt Fees 
This revenue represents payment of a $35 application fee by owners of real property seeking 


to qualify for exempt status. The fee is paid when the initial application is made and 
every four years thereafter. 


Cigarette Fees and Licenses 


This revenue represents monies received from the payment of annual license fees by cigarette 
wholesalers and retailers. Wholesalers pay $300 for a yearly license and a $25 fee for 
each additional place of business. Retailers are assessed a $5 fee for each place of 
business. The fee is $1 for each vending machine operated by a retailer. 


Sale of Contraband/Salvage 


These revenues are proceeds from the sale by the Department of Revenue of contraband 
cigarettes and obsolete equipment. 


Nonresident Permits 

This revenue represents payment of a one dollar annual fee for a nonresident permit. These 
permits are made available to residents of states or provinces of Canada, which do not levy 
a retail sales tax of three percent or more. The permit exempts the holder from the retail 
sales tax on purchases in Washington. 


Unclaimed Personal Property 


This represents revenue from the Unclaimed Personal Property Account (non-general fund) 
which has been transferred to the General Fund. Unclaimed property represents various 
forms of intangible property which has been left unclaimed by the owner in various busi- 
nesses and financial institutions. Once the property is turned over to the Department of 
Revenue it is placed in the Unclaimed Property Account and held until claimed by the 
owner. However, once the Unclaimed Property Account reaches $100,000, the excess is 
transferred to the General Fund. 


Recovery of Filing Fees/Court Costs 


This is revenue from the recovery of fees associated with the issuance of warrants for late 
payment of Revenue Act taxes. It also includes the payment of court costs by parties 
involved in litigation with the Department of Revenue when so ordered by the court. 


Housing in Lieu | 
This represents payment by state housing authorities to the state (as a taxing district) in 


lieu of property taxes. These payments are required by the Federal Government (HUD). 


Local Sales/Use Administrative Fund 

Represents 1.5 percent of local sales/use tax revenue retained by the Department of Revenue 
as compensation for administration and collection of the .5 percent local sales tax. | 
Transit Sales/Use Administrative Funds | 
Represents 1.5 percent of transit district sales/use tax revenue retained by the Department 
of Revenue for administrative/collection expenses. 


Leasehold Administrative Fund 
Represents 2.0 percent of local leasehold excise collections retained by the Department of — 
Revenue for administrative/collection expenses. 


Miscellaneous 
Revenues in this category include fees charged for the sale of manuals and copying of 
public records. 
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NON-TAX GENERAL FUND SOURCES 
1977-1979 & 1979-1981 BIENNIAL ESTIMATES 


($000) 

1977-1979 1979-1981 

Source Biennuim Biennium 
Business Registration..... ig Nisvenrante Sivile is SES (OO 5 een 
Property Exempt Fees....... lis Jugetesoas. sue Weise PPT. ne aie 22. 80 
Cigarette Fees and LicenseS......eseoes el vievetetar eer 149 ley, 
Sa les vole Contraband/ Sal Vareictty <6 sé. os soe seein o's i, 2 
Nonresident Permits. 6.4.05 3 .isc cece Joue Sflasene.sae oier eas 105 124 
Unclaimed Pecsena] PT OPE Cyiacisics dt Fchadcle 'y eutycusis: waeweke 636 719 
Recovery of Filing’ Fees, Court Costs... iss. ees 10 10 
RSS TAC ET Cll Sitve aie fave 0 efsyerenniers ies cabs¥edpechansedicers ete iene 82 100 
Local Retail Sales Administration Fund.......... 3,922 4,425 
Transit Retail Sales Administration Funds....... 937 IAEA 
Leasehold Administration Fund........... ecole tater sis 124 156 
MEG RELTAR COU: 5.5 a2! soe cies. srsipioinesies y Sreycntagtionins he 46 2 
OPAL tae Salers : tietevelee! lets Sronsie fats 2 Si AR iy! $7,063 


$15) 


NON-GENERAL FUND SOURCES 


Litter Control 

The Litter Control Fund represents receipts from a special tax on manufacturers, 
wholesalers and retailers of various products which are defined by the Legislature 
to be reasonably related to the litter problem. The tax rate is .015 percent 
and is levied upon the gross proceeds of the sales of these businesses. Revenues 
are used by the Department of Ecology to combat the litter problem in the 
state. 


Timber Fund A 

Timber Fund A revenues represent total monies received from the tax levied on 
the value of timber harvested from private lands. The revenues in Timber Fund 
A are distributed to various taxing districts and to the Reserve Fund (see page 
39). 


Liquor Excise Tax Fund 


The Liquor Excise Tax Fund represents the portion of the ten and fifteen percent 

excise taxes on the sale of liquor and strong beer that is distributed to local 
governments. This represents 35 percent of the total liquor excise tax collected 
on the sale of liquor and strong beer; the remaining 65 percent is deposited to 
the General Fund. 


Unclaimed Personal Property Account 


This represents various forms of intangible personal property which has been 
left unclaimed by the owner in various businesses and financial institutions 
and has been turned over to the Department of Revenue. The property, once 
turned over to the Department, is held in the Unclaimed Personal Property 
Account until it is claimed by the owner. Revenue in this account represents 
total collections less refunds and transfers to the General Fund. 


Income from Investments 
This represents interest earned on unclaimed property funds held by the Department 
of Revenue in the Unclaimed Personal Property Account. 


Escheats 
Escheats represent revenue from estates for which there are no heirs. This 
money is earmarked for the support of common schools. 


Local Leasehold Excise Fund 

The Local Leasehold Excise Fund represents the local leasehold excise tax which 
is levied by local governments. Counties can levy a leasehold tax of 6 percent 
while cities can levy a tax of 4 percent (providing that the county ordinance 
provides a credit against the county tax for any city tax paid). The tax is 
administered and collected by the Department of Revenue. The Leasehold Excise 
Fund represents local leasehold excise tax revenue collected by the Department 
on behalf of local governments less a 2.0 percent administrative/collection 
Leey 
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NON-GENERAL FUND REVENUE SOURCES 
1977-1979 & 1979-1981 BIENNIAL ESTIMATES 


($000) 

1977-1979 
Source Biennium 
Litter..Contrel Account:«. (24+ .« «s ‘ @ Sal edo4 
fimbensl undad. se. bers tere weeds ‘ds anand 2086 
Biquor Excise ‘Lax Funds ee ot nevyds ooo es 16, 338 
Unclaimed Personal Property........... 163** 
Income from Investments........eceeeee 10 
MECKCAES ates Oat aes Dee e seis e Gate's saat hs . 4 264 
Local Leasehold Excise. Fund........... 6,054 


*Assumes a 6.5 percent tax rate. 


1979-1981 
Biennium 
seoy 20 
79, 890% 
19 vlog 
150** 
10 
330 


7,704 


**Represents total collections less refunds and transfers to the 


general fund. 
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TIMBER EXCISE TAX 


The timber excise tax is levied on the value of timber harvested from privately 
owned lands and is paid by the timber harvester. The tax rate was 6.5 

percent up to December 31, 1978, when it expired. The revenue estimates are 
based on the assumption that the legislature will reenact the 6.5 percent tax 
during the 1979 legislative session and that the rate will remain at that level 
at least through the 1979-81 biennium. 


Timber harvesters pay the tax based on stumpage price tables published twice 
each year by the Department of Revenue. All timber tax revenue is deposited 
initially in timber tax "Account A". Each quarter the state treasurer makes 

a distribution of Account A revenue to the state and to local taxing districts 
based on a formula described below. Any excess of timber tax collections over 
quarterly Account A distributions is transferred to the timber Reserve Account 
and a second distribution based on a different formula is made quarterly from 
the reserve account. 


The distribution from each fund is made in the following manner: 


Total Annual Distributions: The combined total distribution from 
Account A and the Reserve Account is predetermined in December of each 
year for the following calendar year. Total distributions are increased 
or decreased from the preceding year by the same percentage change that 
timber tax collections have increased or decreased between the prior 
year and the current year. 


Account A Distribution: Each taxing district's share of Account A 
revenue is predetermined in December for the following calendar year 
and is equal to the product of the taxing district's property tax rate 
and the value of timber in the district (i.e., timber roll value). The 
sum of the individual district distributions determines the total 
Account A distribution for the year. Payments are made in four equal 
quarterly installments by the state treasurer. The state' share of 
Account A revenue is transferred directly to the state general fund for 
school apportionment. Beginning in 1979, the Account A distribution 
will begin to phase out. The phase out is accomplished by reducing the 
proportion of the timber roll value used in the distribution formula by 
20 percentage points each year (e.g., for 1979, 80 percent of the 
timber roll will be used). 


Reserve Account Distribution: Reserve Account distributions are also 
predetermined in December for the following calendar year. The total 
amount to be distributed is the difference between the total target 
distribution amount and the predetermined Account A distribution amount. 
Each taxing district's share of the Reserve Account distribution is 
based on the district's harvest factor proportion. The harvest factor 
is the product of the five year average harvest value for the taxing 
district and its property tax rate. Payments are made in four equal 
quarterly installments. As the Account A distribution is phasing out, 
the Reserve Account distribution will grow until calendar year 1983 
when the reserve account will be the sole vehicle for collection and 
distribution of timber tax revenues. The state's share of Reserve 
Account revenue is transferred directly to the general fund for school 
apportionment. 
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FISCAL 1979-81 TIMBER 
TAX FORECAST* 
(S$ Millions) 


Fiscal Year 


1979 
COmLLeceLons st. 8% 4:0! ew fo *eS86625 
Distributions 
tH me LOCA | gleic.c.chee ee 25030 
States eeeeoeev@e8eseee8e 8 8 6. 88 
BOUMELES Sis han eR <8 8.05 
BCHOOLS. stare Foret Seas 7 
Trans. to Reserve.... 12.95 
Reserve Total........ 12°59 
“ly FN a LA AS) wah gna ee aE Rn 3.65 
Gountieses% he)... gis 4.44 
BenOOLS wii at ass Gann 4.50 
AAT e<4 ons 45 SEALS A Ze Lo 


Total Distribution 
Sai Oe erie miei eriectieccascs: LOS 


Counties? 69%. oath 12.49 
SEOO1 Sis 5 cs pe. 5 staan Li gage) 
RIAA sos see sareies webs A deb 
Hobs ast Lent gnabaliele ola eis. «6. 38.04 


Fiscal Year 


1980 


$37.44 


1980-81 
Fiscal Year Biennium 
1981 Total 
Su2eD $79.89 
10.26 20.02 
Siépa pl 8.48 
Paw De Ty ae) 
2 63 7.99 
32519 
S053 32989 
10.68 AY feel 36 
12 342 20.74 
7743 ity Da 
TAS: Sor 
Assan he 2 
164.94 30.96 
10.06 22.20 
ere Sie 2 
ik So | 82.93 


*Assumes 6.5 percent tax rate. 
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MAJOR TAX CREDIT PROGRAMS 


This section summarizes the projected revenue impact of the major tax credit programs affecting the 
Department of Revenue's tax sources. A brief description of each program is provided below and the 
revenue impact is shown in Table V. 


Manufacturer's Tax Credit Program 


Chapter 173, Section 26, Law of 1965 extraordinary session established the manufacturer's sales tax 
credit program (MTC). This legislation provided that the sales tax paid by a manufacturer for construc- 
tion or major improvement to real property could be credited against the manufacturer's business and 
occupation tax. 


The program expired January 1, 1971 for new credit applications. During the life of this program, 884 
MTC applications were approved (these applications were submitted by 482 manufacturing firms) and a 
total of $49.0 million in credit was authorized. As of the end of fiscal 1978 the total amount of 
credit taken amounted to $47.6 million leaving approximately $1.4 million of credit to be taken. This 
remaining credit is expected to be used in fiscal 1979 and 1980. 


Pollution Control Credit Program 


The pollution control credit program was established by the Legislature in 1967 (RCW 82.34). It was 
designed to provide tax credit to firms undertaking capital expenditures on air or water pollution 
equipment needed to meet more stringent state pollution standards at the time. The tax relief provided 
by this program is in two parts: (1) The original cost of any qualifying pollution control facility is 
exempt from the sales/use tax. A firm may elect in lieu of taking the tax exemption to pay the sales 
tax on the cost of the facility and then later take a tax credit against current tax liability, (2) In 
addition to the exemption from the sales tax, up to 50 percent of the cost of the facility may be 
credited against future tax liability. This provision stipulates the total amount of credit must be 
reduced by any Federal investment tax credit and net commercial value of any materials captured through 
use of the facility. The credit allowed is limited to 2 percent of the total cost of the facility each 
year and may not exceed 50 percent of total taxes payable in any reporting period. The credits may be 
taken against business and occupation or utility taxes. 


Inventory Tax Credit 


Chapter 169, Laws of 1974 provides for a phase-out of the personal property tax on business inventories 
by means of a tax credit against the state business and occupation tax. Beginning in calendar 1974, 10 
percent of inventory taxes paid after May 10, 1974 (the effective date of the legislation) could be 
credited against business and occupation tax paid during the same calendar year. In each subsequent 
year there is an additional 10 percent credit permitted. This will continue until 1983 when 100 percent 
of all personal property taxes paid can be used to reduce state business and occupation tax liability. 
Currently (calendar 1979), 60 percent of inventory taxes paid can be used to reduce business and occupa- 
tion liability. 


The estimated impact of the inventory tax credit program is $91.3 million during the 1977-81 biennium 

up from the estimated $62.8 million taken during the 1977-79 biennium. The growth is due to factors 
including: the growth in inventories, changing levy rates, and an increasing percentage of property 

tax allowed as a credit against business and occupation revenue. The forecast calls for a modest 
increase in inventory values, decreases in levy rates due to the phase-out of special levies, and an 
increase in the portion of property tax paid as a business and occupation credit, 50 percent in calendar 
1977 rising to 80 percent in 1981. 


Stadium/Convention Center Credit 


In 1967 the Legislature enacted a program that returned two percent of sales tax receipts from transient 
rentals to county or city governments for the purpose of financing stadium facilities. As of December 
1973, three local governments participated in this program. In 1974 the Legislature modified this 
program to allow two percent of sales tax receipts from transient rentals for financing convention 
facilities as well as stadiums. The number of participating local governments has increased from 24 as 
of December 1974 to 55 as of November 1978. 


Although the program is not strictly a credit, it represents a reduction in the amount of state sales 
tax liability going to the General Fund hence it is treated as a state tax credit. 


Tax Deferral Program 


The Economic Assistance Act of 1972 (RCW 43.31A) authorized manufacturing firms undertaking investment 
in economic assistance and special impact areas to defer state/local sales/use taxes on the qualified 
investment projects for three years after the completion of the projection and the operation of the 
plant, and pay back those tax liabilities over a five year period starting at 10 percent of the liabili- 
ties in the first year of repayment, gradually increasing to 30 percent in the fifth and last year of 
repayment. The repayment of deferred taxes is interest free. 


Through December 31, 1978, a total of $335.5 million in investment projects have qualified as investment 
tax deferral projects with $71.1 million tax deferral granted. The tax deferral amount shown in Table 
IV represents the estimated amount of net tax deferred. That is, the amount of tax deferred in the 
Current year less repayments of taxes deferred in previous years. 
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TABLE V 
SUMMARY OF REVENUE REDUCTION PROGRAMS 


ESTIMATED AMOUNT OF CREDIT USED BY YEARS 
($000) 
Pollution Control Credit 
Mfg. Inventory Sales Stadium Sales Tax 
Fiscal Tax Tax ys Tax Paid Sales Tax Tax Deferral 
» Year Credit Credit Credit Credit Exemption Credit Program 2 Total 
1966 $ 900 al: one S~- Siean oy Sh ken $ 900 
1967 7,000 a a0 aise “< hee on 7,000 
1968 1 Os sae 210 68 238 202 obs 12,689 
1969 Glee ale 200 fae | 30 479 eg 7,458 
1970 6,892 =e 336 40 346 500 a 8,114 
1971 3,089 ins 750 64 1,186 603 mT: 5 ,692 
1972 3,269 a 1,466 109 485 574 —— 5,903 
1973 theday i) — 1,828 186 616 691 46 4,964 
1974 i341 -= 23385 261 a5 207 657 281 ne We 
1975 1,723 5,474 35039 409 1,006 1,688 1,339 14,774 
1976 TeL29 200 4,901 She 2,10 Agi OU 3,477 294399 
19/77 895 19,000 6,602 Jou tks FS 2554 2,842 20 ,90% 
1978 en tam 27 eL00 4,899 660 1,401 2,963 2,694 41,591 
Forecast 
1979 1,200 35,100 4,500 550 ZOU 3,700 3,200 49,450 
1980 200 42,500 4,680 o0) 1,000 4,069 4,050 57,074 
1981 eae 48,750 4,850 600 1,000 4,558 4,850 64,608 


Pietaricel data has been revised for some credits. 


I the two percent credit can be used to reduce either business and occupation or public utility 
tax liability. Good data is not available as to what portion of this total was used to offset 
business and occupation liability and what portion represents an offset to public utility tax. 
It is estimated that approximately 83 percent of this total is used to reduce business and 
occupation liability and 17 percent is used to offset public utility tax liability. 


These amounts represent sales tax exemptions rather than tax credits, however, they are 
included so as to provide the true total cost of the pollution control program. 


SThese amounts are the estimated net amount of sales tax deferred. It is equal to the 
estimated amount of tax deferred less repayments of deferred tax for previous years. 
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